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A Prophecy of Science 
to the Power Industry 


Developments that may revolutionize the generation, 
the transmission, and the regulation of the 
electrical utilities 
By E. E. FREE, PD. 


ILLIONS of dollars invested in 
B the electric power industry of 

North America would vanish 
overnight—if someone discovered the 
secret of atomic power. Much of 
this vast investment would be de- 
stroyed by the lesser invention of a 
successful tidal motor or a solar one. 
Gigantic power houses would be use- 
ful only for barns, as prohibition 
transformed the breweries, should 


some chemist hit on the secret of get- 
ting electricity directly from coal. 
The seeds of industrial progress 
germinate, it is now a commonplace, 
in the laboratories of scientific re- 


131 


search. But the trouble is that re- 
search does not always work its 
changes painlessly. Industries may 
be ruined by progress, as not a few 
have been in past decades. There is 
but one remedy and it must be applied 
in advance, like the vaccination that 
keeps you from getting smallpox but 
does no good after the disease has 
struck. 

The remedy is foresight. 

If an industry knows what changes 
it must confront it is safe. That is 
why the task of scientific prophecy in 
this article is an important one for 
the power industry. 
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y CIENTISTS who dream of the future 
of power think chiefly of new 
sources, The interiors of atoms ap- 
parently contain vast stores of energy 
and still vaster amounts are obtain- 
able in theory by the complete anni- 
hilation of matter; a process which 
seems to go on in the stars and which 
astronomers deem responsible for the 
fact that typical stars (like the sun) 
pour out unthinkable quantities of 
energy with evidence of decrease dur- 
ing billions of years in the geologic 
past. 

A pound of matter may vanish at 
a star’s center, the Einstein theories 
of relativity imply, to yield about 
eleven billion kilowatt hours of ener- 
gy, while about five million billion 
lumens of light, sunlight, and star- 
light, may combine somewhere in 
the depths of space to yield a pound’s 
weight of atoms, a reaction which 
Professor R. A. Millikan believes 
may be responsible for the origin of 
the mysterious cosmic rays. Certain- 
ly the total energy of sunlight reach- 
ing the earth is about 170 million, 
million kilowatts. At only one cent 
a kilowatt hour this would be worth, 
Professor Henry Norris Russell com- 
putes, $478,000,000 a second. 

Almost equally vast totals may be 
computed for the energy of’ winds, 
waves, or tides. Will any of this be 
able soon to compete practically with 
our electric power houses? 


po not believe so. The hearts of 

atoms where, if anywhere, the 
actual power resides, are perhaps the 
most inaccessible spots in the uni- 
verse. Inconceivably tiny as they are, 
atoms still find room to surround 
themselves with several layers of 


something, current theories call them 
layers of rapidly moving electrons, 
which fend off all exterior forces ex- 
cept a few of the fastest particles shot 
out by radium. These particles seem 
sometimes to reach the atomic heart 
and explode it. Some energy may be 
set free thereby, but more is absorbed. 
Professor Arthur H. Compton of the 
University of Chicago hopes to dis- 
rupt atoms by high speed electrons or 
high power X-rays. In Paris and in 
Cambridge, England, other physicists 
are trying to pry open the tiny atomic 
power boxes with enormous magnetic 
fields. Every one of these expedients, 
however, seems likely to cost many 
times the value of its product, as 
though one burned diamonds under a 
boiler to make steam. 

No discovery of atomic power 
seems at present in the least likely to 
dethrone the twin kings, Coal and Oil, 
from their present primacy in elec- 
tric power generation. 


HE energy of sunlight, winds, or 

ocean tides is widely scattered 
and diffuse. There is plenty of power 
per continent but very little per square 
yard of land, per furlong of moun- 
tain-crest windmill sites, or per rod of 
wave-swept beach. 

Tidal power may be a possibility in 
a few especially favored places, like 
the bay of Fundy. 

Windmills are useful, even now, 
when small power uses are at a dis- 
tance from large power sources. 
Solar power might be practicable 
could we cover millions of square 
miles in deserts with cheap photo- 
electric cells, laid down like cement 
pavements or like cold frames in a 
garden. Unfortunately all present 
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photo-electric cells, even the new and 
interesting copper cells recently in- 
vented in Germany by Dr. Bruno 
Lange, are delicate laboratory devices 
consisting of fragile metal plates in- 
side glass tubes from which even the 
tiniest traces of air have been pumped 
out. There is no present sign of 
photo-electric power generators which 
could be manufactured by the square 
mile and installed for a few dollars 
an acre. 


Gem more remote from present 
practicalities are the vast stores 
of energy believed to exist in the 
earth’s interior heat, in the kinetic 
energy of the rotation of the earth 
on its axis or of its revolution around 
the sun, in the theoretical possibility 
of pumping molten iron out of the 
earth’s interior as we now pump oil 
and of burning this iron with atmos- 
pheric oxygen as we now burn coal. 
“Impossible” is too strong a word 
even for these imaginings of scientific 
fiction, but no one has even the dim- 
mest guess today of how to tap the 
earth’s iron core or to let out its in- 
terior heat or to hitch its rotation to 
a dynamo except in the feeble fashion 
that this last is managed by the tides. 


A BOUT the possibility of electricity 
direct from coal one cannot be 
quite so certain. In pure electro- 
chemical theory, coal and oxygen 


should yield electricity in a battery 
just as copper and zinc do when 
dipped in dilute sulphuric acid. Coal 
could be shoveled into the air-filled 
battery ; electricity and carbon dioxide 
gas would come out. Fires, boilers, 
steam engines, and expensive dyna- 
mos; all would be needless. 

This is perhaps the most serious 
scientific threat to present-day meth- 
ods of electric power generators and 
to the present business structure of 
the power industry. Even it is re- 
mote. No chemist has yet made such 
a carbon battery work. It starts off 
all right but in an instant it polarizes 
and quits. No way has been found 
to prevent the polarization. The 
power industry will have warning, 
doubtless, from successful laboratory 
experiments long before this threat 
of a direct, coal-using battery be- 
comes real. 


Hus ends the first item of scien- 

tific prophecy of interest to the 
power industry. Present power plant 
investment is not seriously threatened 
by any visible scientific development. 
Little change is to be expected imme- 
diately in the fundamentals of power 
generation. Additional economies are 
probable through the use of higher 
steam pressures and from liquids like 
mercury or diphenyl used in place of 
boiler water. Other economies are 


170 million, million kilowatts. At one cent a kilowatt hour 


q “THE total energy of sunlight reaching the earth is about 


this would be worth, Professor Henry Norris Russell com- 

putes, $478,000,000 a second. Almost equally vast totals 

may be computed for the energy of winds, waves, or tides. 

Will any of this be able soon to compete practically with 
our electric power houses?” 


133 








possible, indeed, inevitable, through 
the gradual elimination of smaller 
power units in favor of. larger and 
more efficient ones located close to 
fuel and water. But all this is al- 
ready going on and is commonplace. 

This does not mean that the indus- 
try will be unchanged. Larger and 
fewer power plants, the growth of 
interconnection, the gradual abolition 
of power houses inside city limits in 
favor of plants built closer to fuel 
sources, these changes will emphasize 
problems of power transmission. 
Here the research laboratories have 
more radical ideas to propose. 


NYONE can write the specifica- 
tions for a perfect power line. 

It is a resistanceless conductor inside 
a perfect insulator. The trouble is 
to get it, yet some things that phys- 
ical science is learning about the na- 
ture of matter make this dream not 
so utterly foolish as it still may seem. 
Electric resistance actually does van- 
ish, for example, when certain metals 
like lead are cooled to 450 degrees or 
so below zero, Fahrenheit, in liquid 
hydrogen or liquid helium. Perhaps 
the still needed perfect insulator must 
insulate for heat as well as cold, keep- 
ing a lead cable close to the absolute 
zero and letting it pass millions of 
kilowatts without losing an electron. 
Even without waiting for any such 
perfect power line, devices already 
well known in laboratories seem to 
me to promise substantial changes in 
methods of power transmission. One 
such change is the impending use of 
high-voltage direct current handled 
by vacuum tubes. The electrical in- 


dustry of the past thirty years has 
been dominated by alternating cur- 
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The chief reason for this is the 
transformer, providing cheap and 
convenient interconversion of differ- 


rent. 


ent voltages. So long as no similar 
method was available for direct cur- 
rent this fact gave to alternating cur- 
rent the dominant practical position. 
It requires no remarkable prophetic 
powers to see that modern develop- 
ments of high-power vacuum tubes 
forecast the early availability of ef- 
ficient and not too costly methods of 
handling direct current at least as 
easily as is now possible with alter- 
nating current. Alternating current 
is not likely to pass out of the pic- 
ture. Its advantages to users are too 
many, not forgetting radio and elec- 
tric clocks. But the new vacuum- 
tube technique means easier conver- 
sion of alternating and direct currents 
into each other as well as easier han- 
dling of the latter. Did this ephemeral 
contact of mine as scientific prophet 
to the power industry require me to 
state which change of all of them 
would be the first arrival, I believe 
that I would select this one of the 
gradual extension of direct current 
for transmission at the expense of the 
present alternating current method. 


S° far as it concerns investment in 
transmission lines, such a trend 
would be conservative. It would run 
counter, for example, to the often- 
made prediction of the transmission 
of power by radio—something that 
would scrap long-distance power lines 
altogether. 

A dogmatic negative again is dan- 
gerous but I can see no promise or 
threat in present research results or 
laboratory devices of practical radio 
power. 














we 
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Billions of Dollars Invested in the Electrical Utilities Will Vanish 
Overnight—When the Secret of Atomic Power Is Discovered 


al awiges of dollars invested in the elec- 
tric power industry of North America 
would vanish overnight—if someone discov- 
ered the secret of atomic power. Much of this 
vast investment would be destroyed by the 
lesser invention of a successful tidal motor or 
a solar one. Gigantic power houses would be 
useful only for barns, as prohibition trans- 
formed the breweries, should some chemist hit 
on the secret of getting electricity directly 
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from coal.” 








Radio waves are spendthrifts of 
energy. They resent confinement to 
set paths. Each passing one of them 
swings the electrified air atoms back 
and forth, knocking some of these to- 
gether and wasting energy in the 
pastime. The recent radiophone tests 
across the English Channel with 
micro-waves but four or five inches 
long confirms, it is true, the labora- 
tory prediction that these very short 
waves could be focussed and shot 
about in narrow beams like light 
beams from searchlights. For short 
distances or in emergencies, such as 
transmission across rivers or on tem- 
porary construction jobs, such short- 
wave power beams some day may be 
useful. But there is no sign that they 
will help to lower costs or to aid 
power transmission in the practical 
problems of distribution which will 
become ever more important as power 
generation is more and more central- 
ized at fuel-producing centers. 


S° in power transmission, too, pres- 
ent-day science offers no very 
disquieting threat to the power-plant 
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investor. Neither generating equip- 
ment nor transmission lines are likely 
to be replaced too soon or too sudden- 
ly by some scientific novelty. Even 
more financial comfort for power- 
selling utilities is extractable from 
certain scientific possibilities in con- 
nection with power uses. 

The greatest waste of the present 
power industry is undoubtedly idle 
facilities. Power use is distributed 
unevenly in the day, the week, and 
the year. The power taken per outlet 
is too‘low. Here, too, the scientific 
remedies already are being applied. 
More power is being used every 
month for refrigerators, electric water 
heating, ultraviolet lamps, air condi- 
tioning systems, electric house heat- 
ing, and so on. Still more will be 
absorbed presently, I believe, when the 
electric industry re-discovers its long- 
neglected Cinderella, electric light. 


[’ was artificial light that made the 
electric industry a possibility. It 
has always been that industry’s chief 
support. Nevertheless the advertis- 
ing and propaganda experts of. the 








average central station have left this 
somewhat shabby elder sister of the 
family severely alone while millions 
were spent on flashier flappers who 
moved in later but brought fewer dol- 
lars; clocks and vacuum cleaners and 
radio and the rest. One result is that 
the use of electric light is far below 
what it ought to be. Its saturation 
has been estimated reliably as less 
than 20 per cent, against far higher 
figures for poorer load builders like 
coffee urns or household irons. 

There are signs that this situation 
is changing. Spurred by the busi- 
ness depression, utilities again are 
spending money on clothes for Cin- 
derella. What physicists and physiol- 
ogists have been urging for years, 
that the American eye hardly ever 
gets enough artificial light for its best 
efficiency, is beginning to be believed 
even by the lighting industry. The 
unquestionable gospel of more light is 
being preached by convinced enthusi- 
asts, not by lukewarm salesmen who 
lived themselves in 40-watt homes. 

This gospel finds the public recep- 
tive. It promises important results, 
not only for central station policies 
but for such more purely technical 
things as power distributing systems 
and lighting fixtures. One way that 
science will help is by providing, 
chiefly from physiology, the indubit- 
able facts about the human eye which 
make the plea for more light convinc- 
ing to everybody. 


ae not yet out of the sci- 
entific laboratories but which is 
emerging and which offers another 
clear promise of aiding the power in- 
dustry to equalize its hourly and sea- 
sonal loads, is the plan of pumping 
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heat from outside winter air into 
warmer houses. 

An ordinary electric refrigerator 
pumps heat from a cool place (the ice 
box) to a warmer one (the air or 


water used for cooling). It is per- 
fectly sound thermodynamic theory 
to do this same thing in winter by 
taking heat from the colder air out- 
side and delivering it to the warmer 
air inside as a cheap way of house 
heating. The same outfit, reversed 
and slightly altered, would work in 
summer as a house cooler. 

Radical as this idea may seem, it is 
entirely sound and practical, it has 
been approved by many engineers, 
and undoubtedly it will be done. The 
problems remaining unsolved are 
mere engineering details which do not 
seem hopelessly difficult. 


Oo other serious problem of the 
power industry is still a problem 
to the laboratories also. This is the 
excessive cost of metering for small 
consumers. I am told that a substan- 
tial fraction of the electric industry’s 
smaller customers are served at a loss 
because the current used in a year 
does not pay the cost of reading the 
meter and rendering bills. 

Like the perfect power line, it is 
easy enough to imagine the perfect 
solution. The customers’ meters must 
be simple counters of some kind at the 
central station. Let the customer in- 
spect his if he wants, like the mail 
boxes at a post office. Each meter 
must record the current used by one 
consumer but it must use no special 
wires to do so. Like a spiritualistic 
medium it must read how much elec- 
tricity is turned on in somebody’s 
house a mile or so away. 
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Even without clairvoyance, I am 
convinced that this is not impossible. 
Many kinds of signals can be sent 
over power wires without disturbing 
the flow of current. Suppose that 
some simple device in each household 
meters the current used and reports 
regularly to the central station as a 
Robot telephone operator could do. 
That might save millions in meter 
costs, reading charges, and minimized 
bills. Such a device is not exactly 
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ready in the laboratory for the power 
industry to carry away gratis, but I 
suspect that all its fundamentals are 
available and are merely waiting for 
the power industry to see the oppor- 
tunity and put these fundamentals 
together. 

If there is any one supreme item 
which the power industry should de- 
mand first from the laboratories and 
encourage them to furnish, I suspect 
that it is this. 








Believe It or Not, BUT— 


Rupert, Vermont, gets its telephone service from a portable switch- 


board. 
+ 


* 


Durinc the past ten years over 650,000 farms in the United States 


have been electrified. 
* 


* 


Tue largest telephone exchange afloat is aboard the new steamship 


“Empress of Britain.” 
om 


. 


In 1879 the New York city telephone directory listed 252 subscribers 


—and each paid $240 a year. . 


- 


NINETY-FIVE per cent of all publicly owned enterprises in Australia 
are losing money and increasing their debt. 


* 


* 


Ir costs the average railway company $5,000 a year just to blow loco- 
motive whistles when approaching grade crossings. 
* 


* 


Durinc the winter of 1929 employees of the Leadville Water Com- 
pany of Colorado had to carry water in pails to patrons. 


* 


* 


Georce Bernarp SHAw started his literary career as a public utility 
employee for the Edison Telephone Company in London. 


* 


* 


Tue fastest regular-scheduled passenger train in England is faster 
than the fastest regular-scheduled train in the United States. 


* 


* 


Tue first air-cooled passenger train has been put in service this sum- 
mer by the Baltimore and Ohio Railroad on one of its New York- 
Washington trains. 
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The Tightening Grip on the 
Public Utilities 


A Socialist s viewpoint of the power issue today 


THE author of this article—nationally known for the past thirty years as 
a newspaper editor, magazine writer, and lecturer—has long been regarded 
as one of the most forceful as well as articulate of the advocates of gov- 


ernment ownership and operation. 


Twice Socialist candidate for governor 


of New York state (1910 and 1912), candidate for mayor of New York 
city (1913), for U. S. Senator (1914), nominated by party plebiscite for 


the presidency (1916) and prominently identified with the municipal 

ownership movement, Mr. Russell may well be regarded as a representa- 

tive spokesman of the Left Wing; his views assume, therefore, both a 
pertinent and timely import. 


By CHARLES EDWARD RUSSELL 


VERY privileged class in every 
E age in every country has had 
two delusions: 

First; it has believed its privileges 
divinely ordained as the reward of 
surpassing merit. 

Second; it has been sure that with- 
out it the country would go to the 
- devil. 

As these hallucinations have usual- 
ly been strongest just before privilege 
has blown up, discerning persons have 
for some time observed with joy that 
in America the gentlemen that for pri- 
vate profit possess our public utilities 
have been more than usually confident, 
authoritative, and expansive. 

No one could blame them for this 


confidence or wonder at it. The ease 
with which rates have been increased, 
corporation powers extended, fran- 
chises obtained, water-power sites ac- 
cumulated, public officers controlled, 
discussion suppressed, and the organs 
of public opinion manipulated has 
given reason enough for even a larger 
notion of the divine warranty. 


UT it seems now there are clouds 

on the sky-line of this pleas- 
ant prospect. So far only a few 
have spied them from the watch 
tower, but these obligingly hasten to 
beat upon the alarm bell. Disruptive 
forces are abroad in our fair land. 
The demon of Socialism is raising its 
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head. The horrible theories of Karl 
Marx are openly preached. Nobody 
pays much attention to them but they 
are openly preached. There is an un- 
mistakable drift toward the yawning 
abyss of public ownership. Already, 
according to an eminent authority, 
there are in the United States 2,580 
misguided municipalities that insist 
upon owning their electric light plants 
for their own advantage instead of 
delivering them to be operated for 
private profit. Some of the 
states are passing old-age pension 
laws; some have even started upon 
unemployment insurance, for which 
the innocent employer is to be taxed. 

Despite continued and frantic warn- 
ings from exalted sources, the gov- 
ernment goes more and more into 
business. 

There is a Socialist party and it 
issues a campaign book that is plumb 
full of appalling matter to which ap- 
parently more and more persons are 
willing to listen. 

Contrary to the best efforts of 
some of our best police and courts, 
there are still Communists at large 
among us. 


Kv’ beyond these portents, terri- 
fying as they are, appears the 
undeniable fact that the regulation of 
public utilities tends always to become 
more rigid and this process leads in- 
evitably to public ownership, and what 
will privilege do then? 

It is easy to see in all these changes 
reason enough for somebody to 
snatch with loud alarums the nation 
from its perilous slumbers. But when 
this has been well attended to, if we 
are interested to discover the origin 
of these disturbances, may one sug- 
gest that perhaps they are not after 


all the fruitage of pestilent agitators 
and a_ widespread conspiracy of 
treason but come from quite another 
source and one as difficult to correct 
as to punish. 

I am led toward this conclusion by 
an imperative reason. I have myself 
been a pestilent agitator. Twenty 
years ago I was a member of a band 
of these disruptive agents that went 
to and fro sowing the seeds of social 
unrest and I think I know something 
about that business, if anybody does. 

We were then engaged in trying to 
the utmost of our endeavors to bring 
to the attention of our fellow Ameri- 
cans one fact. It was that the exist- 
ing system whereby men are supplied 
with their daily necessities had in it 
a fatal defect certain in the end to pro- 
duce disaster. That system was 
founded upon the disposal of an un- 
consumed surplus. Or, saying the 
same thing in other words, the total 
of wages and incomes in the country 
was less than the value of the things 
we produced. The nation’s purchas- 
ing power would not buy the nation’s 
output. That left a remainder of 
product that must in some way be dis- 
posed of or the dead weight of it 
would smash down upon production 
and stifle industry. 

Without the least success, we la- 
bored to show this, supporting our 
argument with facts and figures. Vir- 
tually no one would listen. 

Today, everybody knows what no 
one would then consider. On all sides 
we can hear it; in the streets, in the 
homes, in the market, in the factories. 
But it is not because of agitation or 
agitators that everybody is thus in- 
formed. The great disseminators of 
knowledge have been conditions and 
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events, and against them, I have been 
led to believe, the alarm shrieks in 
vain. 


UPPOSE we see what some of these 
conditions have been, and after 
that, if anybody is still minded to call 
for the police, I shall have no objec- 
tion. 
We will proceed, if you please, to 
consider these factors in regular 
order. 


The Overcapitalization of 
Utility Corporations 


HIS was one of the most delec- 

table pursuits ever known to man 
and full of subtle charm. In the mak- 
ing of great fortunes it was a sure 
winner and unequalled. To see. how, 
let us go back to the halcyon days 
when it could be operated without the 
ever detestable interference of gov- 
ernment. Say there is a railroad capi- 
talized at $50,000,000, on which it 
has been earning so much that it paid 
7 per cent dividends and piled up a 
considerable reserve fund. By in- 
creasing fares and avoiding needed 
improvements and renewals, the en- 
terprise can be made to pay 7 per cent 
on twice its existing capitalization. 
Moreover, to double the stock will 
take care of the surplus earnings, 
which are becoming too large. It will 
not do to declare more than 7 per 
cent dividends because that will at- 
tract undesirable attention from legis- 
lators and the public. The ready 


7 


printing press is the thing. It is called 
into use, new stock certificates are 
printed and issued, each stockholder 
receives a gift of shares equal to his 
present holdings—presto! the thing 
is done, the capital stock is now 
$100,000,000. 

If I had $10,000 before, I have 
$20,000 now, overnight, without 
spending a cent or turning a hand. 
Wonderful, grand, splendid! 

By pushing up the fares, directly 
and indirectly, and by cutting down 
expenses, the dividend is made. But 
along comes the automobile, then the 
automobile ’bus, following increases 
in wages wrung from the concern by 
the labor unions. It is no longer pos- 
sible to extract the dividends from the 
business. Therefore, application is 
made for a rate increase. It is grant- 
ed. But the farmer, subjected to ex- 
tortion now on what he sells and on 
what he buys, becomes poverty 
stricken, the business of the railroad 
declines, the insiders get out, (sell- 
ing their stock chiefly to widows and 
orphans), a receivership is hinted at, 
the price of the stock goes down with 
a rush, guileless speculators are 
ruined. 


HIs is the typical story of many 

an American railroad, and many 

another utility concern, conspicuously 

including street railways. Out of it 

stand two facts that are not to be con- 
cealed : 

If the capitalization had remained 


“THERE is an unmistakable drift toward the yawning abyss 


Despite continued and 


IE public ownership. é 
frantic warnings from exalted sources, the government 
goes more and more into business.” 
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at $50,000,000, no increase of rates 
would have been necessary. The 7 
per cent dividends could have been 
paid without intermission. 

If the railroad had been owned by 
the government and conducted for the 
public good, when it began to earn a 
surplus, either the surplus would have 
been used to reduce the capitalization 
and consequently the charges that sup- 
ported it, or there would have been a 
reduction of rates. 

For a long time railroad managers 
believed that these facts were too in- 
tricate for the common mind to grasp 
and that, therefore, the joyous prac- 
tice of making fortunes with the print- 
ing press could go on forever. 

The common mind is beginning to 
understand these things now and the 
illumination is more effective toward 
the growing unrest than many Karl 
Marxes could be. 


Valuations 


A“ the time fortunes were in the 
making and capitalization was 
being piled up through the operations 
of the ready printing press, there were 
not lacking men in the common herd 
that stood and protested, calling these 
stock issues fraudulent and watered, 
and predicting certain disaster. To 
silence these unruly spirits some able 
genius devised the thing called “cost 
valuation.” All the property of the 
railroad was inventoried and the total 
always showed that the road cost at 
least as much as its total capitaliza- 
tion. 


Hore what basis was the estimate 
made? 

The basis of what it would cost to- 
day to reproduce every item—rails, 
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spikes, ties, buildings, machinery, 
everything. 

But the bulk of those things was 
bought when prices were much lower 
than now. True, but the companies 
affirmed, and got away with the af- 
firmation, that reproduction cost was 
the correct method of estimate, and 
the rude disturber of corporation 
peace was supposed to be silenced. 
“There is no water in our stock,” said 
the railroad presidents, proudly. “The 
capitalization is no more than the re- 
production cost.” 


HIS was clever, but not quite 

clever enough. For one thing, 
the rude disturbers knew well enough 
that the whole thing was a trick, and 
tricks never bear up in the long run. 
But much beyond this, the scheme was 
faulty because it did not provide for 
one unavoidable condition. The “to- 
day” of reproduction cost indicated 
by the railroad companies was three 
years ago. Since that time there has 
been a decline in nearly all the items 
of cost then enumerated. If rates 
could properly be advanced because 
the prices of material had advanced 
they must be reduced when the prices 
of materials decline. From this for- 
midable conclusion appears no escape. 
If the railroads were entitled to charge 
more in 1928 because reproduction 
costs then were greater than they had 
been in 1914, the railroads must 
charge less in 1931 because repro- 
duction costs now are less than they 
were in 1928. Already the ship- 
pers and farmers of this country 
are entitled to a substantial reduc- 
tion of rates. Before long they 
will begin to demand this reduction, 
and the railroad companies will then 
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Utility Rates Should Be Based on 


Investment Value 


ce F Teun is no more entitled 


to increase its rates because 


the value of tts right of way has in- 
creased than a butcher to increase the 
price of his hams because the lot on 
which his shop stands is worth more 
than formerly. 
basis for railroad or other public util- 
ity rates is not reproduction cost but 
the amount of money actually invested 
in the enterprise.” 


The only just and sane 





be confronted with this situation: 

Either they must grant the reduc- 
tion and imperil their dividends, or 
they must admit that, right or wrong, 
they purpose to keep every instru- 
mentality from which they can gouge 
increased revenue from the public. 

Which horn of the dilemma appears 
the more inviting? 


F2 there is scarcely one of these 
railroads that is not struggling 
along under a crushing burden placed 
upon it by stock watering and the rash 
use of the printing press. There is 
scarcely one of them that is not com- 
pelled to dig up earnings to pay divi- 
dends upon a capitalization created to 
swell private fortunes at public ex- 
pense. 

Of course, reproduction cost was 
never anything but a specious decep- 
tion. A railroad is no more entitled 


to increase its rates because the value 
of its right of way has increased than 
a butcher to increase the price of his 
hams because the lot on which his shop 
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stands is worth more than formerly. 
The only just and sane basis for rail- 


‘road or other public utility rates is 


not reproduction cost but the amount 
of money actually invested in the en- 
terprise. To ascertain reproduction 
cost is a long, tedious, costly, uncer- 
tain, and utterly foolish process. To 
ascertain the amount of money actual- 
ly invested in the enterprise takes 
about a day and can be done by one 
man. 

The true proportions of the repro- 
duction cost trick are becoming ap- 
parent to the general public, but the 
dreadful Soviets and perilous soap 
boxers have had little to do with the 
enlightenment. 


l is a common error of a privileged 
class to assume that the people in 
general are idiots. There is, of 
course, some excuse for that belief 
in the mere fact of the existence of 
the privileges, but otherwise it is fal- 
lacious. The people are not idiots, 
but they are tolerant and patient, slow 





















to wrath, and clinging as long as 
possible to the hope that bunco is not 
bunco. Hitherto when they have 
been undeceived on that point they 
have made short work of the bunco 
apparatus. I should think recollec- 
tion of that historic fact would add 
nothing now to the joy of the privi- 
leged. 


Melon Gardens 


“ean other phases of over-capi- 
talization are of more immediate 
interest. Melon gardens, for example. 
Increased capitalization means in- 
creased charges to the public or de- 
creased service. 


F& a long time this fact was suc- 
cessfully obscured to the general 
attention. The cutting of a stock 
melon seemed merely a piece of good 
luck fallen upon the recipients thereof 
but not otherwise significant, a decep- 
tion zealously fostered by the melon 
cutters. But concealment of any fact 
of this kind can be at best but tem- 
porary. Soon or late it must be ap- 
parent to all. In the case of stock 
watering, the increase in general 
knowledge was signalized by the de- 
velopment of these utility, public 
service, and commerce commissions 
whose activities are so much deplored 
now by the privileged and their attor- 
neys. But these various state and 
Federal commissions again did not 
result from the poisonous plottings 
of the Soviet. They resulted solely 


from the abuses of over-capitaliza- 
tion that had become intolerable, and 
from the tardy recognition of the 
fact that the public invariably pays 
for the melon, not once but many 
times every day. 
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A= we need not forget recent his- 
tory about these things. It was 
a decision of the Massachusetts utility 
commission that in 1928 pulled the 
string on the beginning of the decline 
in the stock market. A corporation 
desired to repeat the melon-cutting 
exploit. The commission refused its 
permission, stating plainly that every 
such increase in capitalization must 
be another burden for the public to 
bear. There were at that time many 
stocks that were buoyed to preposter- 
ous prices by the one hope of melons. 
If there were to be no more melons 
there was nothing on earth to sustain 
these stocks. They came down with 
a crash and brought everything else 
with them. It was simple and easy 
to damn the Massachusetts commis- 
sion. But there would have been no 
such commission if there had been no 
abuses to bring it into being. 


Distribution 


W: may be further edified by not- 
ing the certain outcome of this 
system in the strange spectacle the 
United States is showing to the world 
today. The richest of all nations, and 
this shocking condition of unemploy- 
ment; the banks over-running with 
money, and people starving; an army 
of multimillionaries, and this other 
army of paupers; a glut of supplies, 
and all these people in want. In the 
year 1930, according to the sociolo- 
gists, the sum paid in wages in this 
country decreased by more than a bil- 
lion dollars. But the sum paid in divi- 
dends during the same period in- 
creased by more than eight billions. 
Do you really think it needs any vil- 
lainous agitators to bring home the 
lesson of that showing? 
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Standardization 


"a my words,” some emi- 
nent beneficiary of privilege 
is reported to have said, “the time is 
coming when we shall all be em- 
ployees.” 


WISE beneficiary! How much 

more elder art thou than thy 
looks! Right you are! The steady 
extension of the chain store is attend- 
ing to that little matter. The chain 
grocery has eliminated the indepen- 
dent grocer, the chain drug store is 
putting an end to the independent 
druggist. The chain hardware store 
has begun upon the independent 
hardware merchant, the chain news- 
paper threatens the independent pub- 
lisher, the chain hotel is to be our 
only hostelry, the. chain bank is ad- 
vancing steadily over the west and 
wherever it appears out goes the in- 
dependent banker. Employees we 
are to be, all of us, as sure as fate. 
The only choice left to us is to be the 
employee of a chain that ends in Wall 
street and so be subject to irresponsi- 
ble caprice and political tyranny, or to 
be the employees of ourselves conduct- 
ing business for our use instead of 
for the profits of Mr. Broadenwall 
and his handful of associates. 

But when a man that has been in 
business for himself finds that he 
must give up and apply for a job at 
the headquarters of the Doemall Chain 
Store Company, do you really think 


e 


he needs any disruptive literature to 
tell him he has been changed from an 
independent business man to a hired 
clerk? 


uT there is still more to this stand- 

ardization phase. For instance, 
it is great and splendid work to in- 
crease production. We can be under 
no doubt of that because some of our 
ablest minds have devoted themselves 
conscientiously and successfully to ad- 
vancing it. When our honored Presi- 
dent was Secretary of Commerce he 
saw clearly the advantages that lay in 
this process. Why have twenty-seven 
styles of men’s collars, for instance? 
After all, a neck is a neck and a col- 
lar is a collar. Make all collars alike 
and save the waste of labor, money, 
and time involved in producing differ- 
ent styles. Why have three kinds of 
shoes? Two are clearly sufficient— 
one for persons with five toes, the 
other for persons with one. Simplify, 
standardize, save time, increase out- 
put. 

This was a noble experiment but 
one aspect of it seems to have been 
overlooked by the eminent philoso- 
phers that pushed it along. It was 
grand to increase production, only— 
what are you going to do with the 
increase when you get it? 

The wages and salaries of the peo- 
ple of the United States will not be 
enough to buy it. As we have seen, 
there is a marked discrepancy at all 


conducted for the public good, when it began to earn a 


q “Ir the railroad had been owned by the government and 


surplus, either the surplus would have been used to reduce 
the capitalization and consequently the charges that sup- 
ported it, or there would have been a reduction of rates.” 
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times between the total of wages and 
the value of the total output and the 
more you increase that output the 
farther the total wage will fall below 
a sufficient sum to purchase that out- 
put. 

Yet at first there appeared a feasi- 
ble solution of this difficulty. We 
could sell the surplus to the unsophis- 
ticated foreigners ; and we did so. But 
presently two unexpected develop- 
ments arose to jar this agreeable 
operation : 

Many countries that for a time had 
been willing to consume our uncon- 
sumed surplus began to produce an 
unconsumed surplus of their own. 

Other countries that had been fair- 
ly good consumers of our surplus un- 
derwent a financial decline and could 
no longer buy our products. 

But standardization, improved ma- 
chinery, and the speeding up process 
went on, constantly augmenting the 
superfluity. Thus, instead of being 
less of a problem it was increasing at 
both ends. 


NDER these conditions the crash 

was inevitable and all the condi- 
tions were prepared for it before the 
wretched Massachusetts commission 
with its revolutionary decision about 
more stock issues pushed over the row 
of bricks. And what most disturbs 
the thoughtful observer is that for 
this situation nothing has been pro- 
posed that promises lasting relief. 
Wall street gamblers blindly hope for 
some miraculous apparition that will 
restore a bull market and the good 
old days when between breakfast and 
luncheon one could realize on a ten- 
point rise, but no one has suggested 
what possible shape it can take. In 
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some way the tottering old machine 
will be patched up so for a time it 
will creak upon its uneasy way. But 
it will never roll along in its afore- 
time grandeur. It has, in fact, been 
hurt in a vital spot. By no possibility 
can there be a return of the conditions 
under which our augmented surplus 
was consumed. The foreign field is 
being occupied. In the domestic field, 
to increase the purchasing power of 
the masses it will be necessary to in- 
crease wages, and you know how 
popular that proposal would be with 
you, gentlemen of the employing class 
—-particularly at this time. Instead 
of increasing wages, you are prepar- 
ing and have already begun to reduce 
them. 

Which horn of this dilemma, again, 
would seem the more attractive for 
impaling purposes? Increase wages 
and go out of business or decrease 
wages and let the surplus rot? 


O' course, there is always the plan 
to meet the emergency by put- 
ting agitators into jail, but the aver- 
age mind fails to see how this will 
take care of the other and more mer- 
chantable of our surplus products. 

It is no wonder that in these condi- 
tions the country is slowly but in- 
evitably turning toward another sys- 
tem to take the place of this that is 
wearing out before our eyes. For 
many generations men have been sup- 
plying their daily wants through a 
method of production for private 
profit. Obviously the next stage is 
production for use. That is the real 
meaning of the movements that a few 
among the privileged view with so 
much uneasiness. That is why mu- 
nicipalities on the Pacific Coast, for 
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If Rates Go Up with Increasing Costs of Material, 
— Should Go Down Accordingly 


oe rates could properly be advanced be- 
cause the prices of material had advanced 
they must be reduced when the prices of ma- 
terials decline. 
sion appears no escape. 
entitled to charge more in 1928 because repro- 
duction costs then were greater than they had 
been in 1914, the railroads must charge less in 
1931 because reproduction costs now are less 


From this formidable conclu- 
If the railroads were 


than they were in 1928.” 





instance, are more and more in- 
clined to keep their utilities despite 
the extraordinary and carefully di- 
rected campaign of the last five years 
to wrest them away for the power 
trust. That is why the movement 
toward the government ownership of 
railroads gathers headway, why So- 
cialists are ceasing to appear to the 
common mind as objects of terror, 
why there is undeniably a “drift 
toward Socialism.” But to charge 
that these currents toward govern- 
ment ownership to the machinations 
of vile conspirators or the poisonous 
influence of the unspeakable Marx is 
manifestly absurd. 

Furthermore, the universal belief 
among our better classes that, if they 
were to get off the backs of the pro- 
ducers the nation would fall into ir- 
retrievable ruin, hardly seems as well 
founded as one might wish. The aris- 
tocracy of France was equally con- 
vinced of this previous to 1789, but a 
little later became quite convinced of 
its error. Even if the railroad sys- 


tem of the United States should come 
to be owned by the people that pay 
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for it the earth would probably con- 
tinue to revolve and bring forth its 
fruits in due season. Before the war 
Germany had such an ownership and 
no visible disaster attended it, but it 
was the best railroad system in the 
world and had some of the cheapest 
passenger fares. If all the electric 
light in the country were furnished 
in the manner of the government- 
owned plant of Ontario and at cor- 
respondingly cheap rates, it is con- 
ceivable that God would withhold 
his wrath from such impiety. He 
seems not to have overwhelmed the 
Canadians, anyway. On the con- 
trary they get along exceedingly well, 
even if they have ousted privilege. 
Communities can own and operate 
their street railroads without being 
annihilated. San Francisco, Seattle, 
and Detroit are doing that now and 
have been doing it for years. On the 
whole, the partnership of privilege 
with the deity would seem to be 
wholly one-sided and the eternal 
necessity of privilege to the appear- 
ance of bread on our tables to be 
much exaggerated. 
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ve if the powerful minds of our 
utility owners have not been able 
to devise a perfect regeneration for 
their lame and halting machine they 
have been able to diagnose the begin- 
ning of the ills that afflict it. They 
know where the fatal blunder was 
made in the history of the United 
States; know it and say it with 
charming frankness. It was when 
the low ignorant rabble was admitted 
to the franchise that the genius of 
American institutions was betrayed 
and ruined. This may not have oc- 
curred to you in its full import, but 
the explanation is easy. You see, 
this country was never intended to 
be a democracy. No sir; it was by 
the wisest of the fathers planned for 
a “representative republic,” in which 
only those should take part that were 
of really superior intellect and char- 
acter. If it had continued true to this 
lofty ideal we should now have none 
of these troubles. It was when the 
bars were broken down and _ the 
frowsy herd trampled in that freedom 
shrieked and wisdom expired. The 
huge blunder of universal franchise 
has wrecked this country. Any one 
can see how. It is these abominable 
commissions and the interference of 
Congress that hamper the operations 
of economic privilege. If the rabble 
were not allowed to vote, these com- 
missions would not exist and Con- 
gress, if any, would be composed ex- 
clusively of a few Right Minded Per- 
sons aware of their duty and ready 
to do it. The right to vote should 
never have been made general. It 
should have been restricted in each 
community to a few best qualified to 
exercise it. 
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ND how should we tell these from 
others not so qualified? By 
their possession of wealth, of course. 
Wealth is the infallible index of intel- 
lect and worth. Only gentlemen of 
fortune should be allowed to vote. I 
am sure that among our better classes, 
this proposition will have wide appeal, 
but if there should be doubters that 
wealth and intellect are inseparable, a 
little investigation will convince. One 
has only to listen to the refined and 
elevated conversation of wealthy 
Americans, or consider the reasona- 
bleness of their amusements, or the 
rational objects for which they ex- 
pend their riches, or the well consid- 
ered purposes of their lives. For 
after heaping up one pile of dollars 
grabbed from their fellows what 
could be better than to bend every 
energy toward heaping up another? 
But while it may be admitted that 
a great blunder was made when the 
low, ignorant rabble was admitted to 
the franchise, I have searched in vain 
for a practical suggestion of a remedy 
for this evil. Two ways seem possi- 
ble; by legal action or by force. The 
rabble has the vote at present, unde- 
niably, and we can hardly expect it to 
go voluntarily to the polls to divest 
itself of its own power. And as to 
force, the low, common herd is so 
much stronger than the refined and 
intelligent few that I really fear if 
the few were to attempt by physical 
means to uphold their supremacy, 
some of our best citizens might be 
hurt in their delicate persons. 


’ appears, therefore, that the situa- 
tion in this respect is beyond hope. 
The frowsy ones seem here to stay. 
We shall have to sit by and contem- 
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plate the wreckage of our noblest monster of Socialism and the deadly 
aspirations. Not only as to politics, menace of the Soviet. 

as to other things as well. There is Because, gracious beings, if I may 
as small a chance to rehabilitate our whisper in your ears, there is another 
economic system, gentlemen of privi- matter I should like to bring to your 
lege, as there is to restore the exclu- august notice. In all the change that 
sive government by an aristocracy. impends you yourselves have brought 
The fact is, your system has run its down your own misfortunes. If you 
course. It is outworn, broken backed, had not been so greedy, if you had 
lame, and impotent. It will no longer not attempted to grab everything at 
meet the needs of mankind. You may once, if you had been a trifle more 
be able to conceal a little longer its moderate with that printing press and 
true state. You cannot conceal it in- a little less avid to get rich overnight, 
definitely and the part of wisdom for the downfall of your system, although 
privilege would be to prepare for the still inevitable, might nevertheless 
new order. Of course, it will not do have been easily postponed through 
this because it has never been able to some generations. 

foresee its own disaster, but the em- As it is, I fear me, gravely I fear 
ployment would show a richer wis- me, that some of you will have to go 
dom than denouncing the horned to work. 





BEGINNING IN THE COMING NUMBER— 
“The Power Trust, the Politician, and 
the Plunderbund” 


The “power issue” is not merely threatening to enter the brewing 
political campaign; it has already entered it. 

Radical politicians and government ownership advocates are accus- 
ing the utilities of plundering the public—of resorting to corrupt 
financial practices, of bribing public officials, of subsidizing the press, 
and of prostituting the schools. 

On the other hand, the utilities are accusing the radical politicians 
of agitating distrust of the established American principles of private 
ownership, and of arousing prejudice against commission regulation, 
for the selfish purpose of making votes for themselves and of placing 
within their reach the fat political patronage which they can dispense. 

The author of this series of articles—Ernest GreENwoop—believes 
that the socialistic doctrine of government ownership is a threat to all 
industry in general and to the utility industry in particular—and that 
the time has come when the actual facts should be presented to the 
public and the identity, purposes, and plans of the real plunderbund 
should be revealed. 

The next number will be out August 20th. 
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Remarkable Remarks 





“There never was in the world two opinions alike.” 


Henry A. BARNHART 
President, Indiana Telephone 
Association. 


F, E. Bonner 
Former executive secretary, Fed- 
eral Power Commission. 


BERNARD J. MULLANEY 
Vice president, The Peoples Gas 
Light & Coke Company 
of Chicago. 


THEODORE DREISER 
Novelist. 


Howarp BruBAKER 
Humorist. 


Wuutam H. Hopce 
Vice president, Byllesby Engineer- 
ing and Management Corporation. 


J. WALTER KEELEY 
New York city attorney. 


R. M. Horer 
Managing editor, “The Manufac- 
turer and Industrial News 
Bureau.” 


Epwin GruHL 
Vice President, The North 
American Company. 


—MONTAIGNE 


“We need more diplomacy and less fight.” 


* 


“The Federal Power Commission has become merely 
a device to serve the ends of professional politicians.” 


* 


“The term ‘power trust’ becomes simply an epithet 
employed for the obvious purpose of inciting prejudice.” 


> 
“(Utility) valuations are not only based on ‘useful’ 
property, but on valuations grossly and plainly dishon- 
estly exaggerated.” 
S 
“According to the new schedule, electric rates are 
lowered on small consumers. The thrifty thing to do 
after this is to sit up late.” 


> 


“From United States Senators down a desperate at- 
tempt has been made and is now in progress to frighten 
the power companies into silence.” 


¥ 


“The conflict between public and private ownership of 
utilities will never be settled by mouthing principles. 
It will be settled only by hard, cold economic survival.” 


* 


“The average family income would benefit less finan- 
cially from ‘power at cost’ under government owner- 
ship than it would if the government furnished it free 
garbage service.” 


Aa 


“Radical politicians and unorthodox theorists selected 
the electrical business for attack as the entering wedge 
for government ownership in a well-laid scheme to 
nationalize all industry.” 
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NriKoL_a TESLA 
Scientist and inventor. 


W. Atton Jones 
Vice President, Cities Service 
Company. 


C. E. GrorsBeck 
President, Electric Bond & Share 
Company. 


MERLE THORPE 
Editor, “Nation’s Business.” 


Epwarp F. Fiynn 
Assistant counsel, Great Northern 
Railway Company. 


W. C. MULLENDORE 
Vice president, Southern Califor- 
nia Edison Company. 


Apert C. RITCHIE 
Governor of Maryland. — 


“My latest discoveries will be considered the most im- 
portant. . . . If so, then a new source of power, 
available at any point of the globe in amounts prac- 
tically unlimited, will be opened up.” 


¥ 


“It would seem to me that the time has come when 
those intrusted with the guidance of our political insti- 
tutions should devote more of their time to improving 
the efficiency of government and less to dabbling in pri- 
vate business.” 


¥ 


“Government interference with private enterprise is 
paternalism, taxation for paternalism is tyranny—an 
aroused and intelligent people will not permit this nox- 
ious growth to embarrass their progress and impair 
their prosperity.” 

* 


“T realize the natural desire to fight dum dum bullets 
and poison gas with dum dum bullets and poison gas. 
But it is important that the electrical industry conduct 
its warfare so that its friends will not have to apologize, 
but rather will ratly to the banner.” 


¥ 


“If the government is going to retire from the trans- 
portation business, the thing for it to do is for it to 
retire at once instead of spending annually additional 
millions of dollars, making it just that much more diffi- 
cult to eventually give up its large and increasing capi- 
tal investment in transportation.” 


> 


“The real issue which I find has been raised by the 
prevailing attack upon the electric utility industry is 
whether the power of public office shall be wrongfully 
employed to undermine confidence in and destroy the 
goodwill of legitimate American business in order to 
prepare the way for a program in direct conflict with 
basic American principles.” 


¥ 


“If, as I believe, business should be as free as possi- 
ble from governmental interference; if, as I believe, 
the Federal government should not compete so much 
with private business, because private business must both 
pay taxes and show a profit, while government need do 
neither, but can swallow up its losses in general ac- 
counts—then it is the duty of business to develop a 
higher order of self government and industrial states- 
manship.” 
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The Controversy over the 
Cost of Current 


Some of the items beside “generating costs” that 
creep into the domestic consumer’s bill 


ParT II 


In view of the public attention which is being focused upon “the scandalous 
spread” between the production and the distribution costs of electric power, 
this series of articles, written by an independent and unprejudiced investi- 
gator whose primary interest in the subject is that of a ratepayer and 
citizen, has a timely value. This series sheds some light on an economic 
problem that has long puzzled the Man-on-the-Street, who wants to know 
why a necessity that costs such a trifling amount to produce should vary 
so widely in its cost to the ultimate consumer—himself. 


By NEIL M. CLARK 


FEW years ago I was driving 
A from Chicago to the Pacific 

Coast. In Topeka, Kansas, 
they were having a price war, and I 
bought my favorite brand of high- 
test gasoline at 12 cents a gallon—and 
wished the tank held twice as much! 
The price elsewhere was about 20 
cents. Three or four days later, ’way 
out in the desert beyond nowhere 
(and twice as far back!) after miles 
of chaparral and cactus and prairie 
dogs and shimmering heat, with the 
gas in the tank getting dangerously 
low, and no hamlet shown on the map 
for miles and miles, I hove in sight 
of a lonely shack. It proved to be a 
filling station. I almost kissed the 
grizzled owner for letting me buy or- 
dinary gas at 55 cents a gallon! 


He did not apologize for his price. 
Not he! I could take it or leave it. 
But he did tell me something about 
the long and desperate truck haul 
from the nearest railroad over sand 
roads and mountains, in order to 
create that oasis for a simple-minded 
motorist. 

He may have been a profiteer. I 
think not. But if he was, I never saw 
one I was gladder to meet! 


I TELL this little story to put you in 
the mood to agree that if it costs 
a lot to get it there—whatever “it” 
may be—somebody has to pay. And 
who but the user who wants it badly 


enough? Gasoline—or toothpicks— 
or electricity. 
In a previous article we approached 
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the costs of distributing electricity, 
nibbled at the “scandalous spread” be- 
tween ‘cost and retail price. We took 
a look at John Smith’s tentative idea 
that the utilities may be garnering 
1,400 per cent profit. We discovered 
what generating cost can and usually 
does come to. Now we must try a 
further foray. For we have seen it 
admitted, officially, that other costs 
are many times as great as generating 
costs. 
Why are they greater? 


wisH I were standing before you 
at a blackboard. Then I could 
make my point more vivid. I would 
draw a small box. The central sta- 
tion. Then another small box, con- 
necting it with the first by a straight 
line. The second box would repre- 
sent a large power user; the straight 
line the power line from the generat- 
ing plant. Simple. No complica- 
tions. Great wads of power going 
into that factory twenty-four hours 
of the day. Make it. Deliver it. 
And sell it cheap! 
If that were the whole picture! 


In another direction on the black- 
board I would make hundreds of lit- 


tle dots. Houses. Homes. I would 
draw another line toward them from 
the generating plant. But this would 
not be a single straight line. Not for 
long. Soon it would break up into 
hundreds of branches and off-shoots, 
like twigs of a tree. Each tiny branch 
carrying electricity into some home, 
to supply 5 or 10 kilowatt hours of 
energy a month. Small business. And 
somehow I would try to represent, in 
my picture, a scramble of meter read- 
ers, trouble shooters, bill collectors. 


My picture, I feel sure, would force 
even the skeptic to admit: 

“Oh, I see it costs the company 
more to serve the little customer.” 

Yes. But how much more? And 
how much over and above production 
cost? 


ERE again we bump into Gov- 

ernor Pinchot’s regret “that this 
vast field of engineering and social 
outlay remains uncovered by an ap- 
propriate literature.” 

It is impossible to answer in a 
word the question, how much?—even 
granting that any final answer can be 
given. Every situation differs from 
every other. Each little light and 
power company has its own peculiari- 
ties of demand, load factor, mileage 
of transmission and distribution lines, 
cost of coal, accessibility to water 
power, wages, and what not. Aver- 
ages, as a basis of argument im amy 
particular case, are bound to be mean- 
ingless, may be misleading. We have 
some figures for the industry as a 
whole. From official statistics comes 
the following :? 


“The average revenue received per kilo- 
watt hour sold for domestic service in 1929 
was 6.18 cents; for commercial service, 
2.07 cents. The average revenue per kilo- 
watt hour from domestic service was thus 
3 times the average from commercial serv- 
ice, against which it must be pointed out 
that the average user of commercial serv- 
ice took more than 28 times as much elec- 
tricity as did the average user of domestic 
service.” 


But still we have to poke around 
and see if we can get a line on those 
costs of service, what they are, how 
much they amount to individually— 
and decide whether there is a lot of 


1 Statistical Supplement to the “Electric 
Light and Power Industry in the United 
States,” revised to January 1, 1930; National 
Electric Light Association, New York. 
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room for juggling, trickery, sharp- 
shooting in the underbrush of distri- 
bution costs. 


HE first item encountered is in- 

vested capital. And what an 
item! We all know it costs money 
to hire capital. The electric industry 
is in a very special position as to the 
amounts of capital it must hire. 

Make comparisons. There are no 
“typical” industries, of course. Each 
stands on its own bottom as to the 
ratio between invested capital and 
sales volume. But it happens that 
relatively few manufacturing indus- 
tries are unable normally to turn their 
capital at least once a year. Some 
turn it much oftener. 

Here are figures from an important 
concern in the automotive field: Capi- 
tal investment amounts to about $52,- 
000,000 ; net sales last year were over 
$120,000,000. 

Here is a concern in the food field. 
Shareholders’ investment here was ap- 
proximately $76,000,000; sales were 
a little over $300,000,000. 

In these cases, respectively, a year’s 
sales were 2.3 and 3.9 times as large 
as investment. So it goes. 


AX then here is the electric in- 
dustry. Total investment in 
1930, almost $11,800,000,000; total 
sales just under $2,000,000,000. Jn- 


vestment is almost six times as large 
as a year’s sales. 

The capital does not turn over com- 
pletely once in five years; actually, 
about once in 5.7 years. Can such an 
industry be compared, without reser- 
vations, with an industry which turns 
its capital five times every year? 

Obviously, a fairly large part of 
each dollar of sales must be devoted 
in this business to the wages of capi- 
tal, and to necessary related charges 
for depreciation, insurance, taxes. 
Bear in mind, of course, that the 
courts do not yet permit confiscation 
even of monopolistic properties. 

Then does it not follow that if a 
larger part of each income dollar is 
required for these fixed charges, a 
smaller part remains to apply toward 
production? There are still only 100 
cents in the American dollar! 


e > make still clearer this side of 
the case, look at figures. The 
table following shows a power com- 
pany’s investment set-up. An expert 
calls it representative. Not average, 
but perhaps near the median. Per 
kilowatt of maximum capacity, each 
part of the service requires, in round 
figures, this investment: 

Power station 


Distribution 
Transmission 


or good business practice, why the ratio between produc- 


q “THERE is no inherent reason in economics, public policy, 


tion cost and selling price should be a magic measure of 
No reason why that ratio might not 
be 100-to-1, or any other figure you please to mention, if 
the legitimate expenses of distribution are such that it 
works out that way.” 


business integrity. 
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Variations depend largely upon lo- 
cation, needs of customers, their den- 
sity, and soon. “The investment per 
kilowatt,” says the textbook of this 
field,? “is very greatly affected by the 
density of the load, that is, by the 
load served per square mile. For in- 
stance, in outlying districts where 
there are less than ten customers per 
block, the investment may often be as 
much as $300 per kilowatt for distri- 
bution, and in manufacturing districts 
or retail business districts it may be 
as low as $60 or less.” Which harks 
back to our blackboard demonstra- 
tion. In rural communities the cost 
of the distributing line alone, serv- 
ing three customers to the mile, may 
run from $700 to $1,200. 

To be sure, Ambassador Sackett 
pooh-poohs and tush-tushes such fig- 
ures. Says he: 


“It gives little satisfaction to the 
great mass of household consumers to 
point to the very high construction 
costs required to serve the small user, 
to urge the large reduction in price 
that is made for quantity service 
through a single installation or even 
to call the roll of reductions in de- 
livered prices that have followed 
through the years.” 


But what else is to be done save 
“point” and “urge” and “call the 
roll?’’ Are we to assume that the con- 
sumer is like the mad little girl who 
‘ said to her mama: 

“T don’t care what you do that’s 
nice, I won’t love you!” 

I have a higher regard for the in- 
telligence of John Smith. Facts are 
facts; he is likely to accept them when 
fairly presented. 





2“Electric Service Distribution Systems,” 
Gear and Williams, Van Nostrand, 1926, 3rd 
edition; page 419. 


Wt conclusions, then, emerge 
from this hasty glance at fixed 
costs? Simply that, since the invest- 
ment in the electric industry is neces- 
sarily large as compared with annual 
return, consumers must pay to com- 
pensate for heavy expenditures for 

Interest— 

Taxes— 

Insurance— 

Depreciation— 

In addition to generating cost! 

Is that all? Does this account for 
the whole of the cost-to-selling-price 
spread? Not quite. In fact, rather 
far from it. Not forgetting mainte- 
nance, which is heavy on so large an 
amount of property scattered over the 
hills and lanes and by-ways of the 
nation, we find two other notable eat- 
ers of cash: “customer cost,” and 
“general.” The latter consists of such 
items as administrative salaries, sales 
promotion, advertising ; the former of 
reading meters, keeping books, ren- 
dering bills, collecting, and other serv- 
ices which must be performed for 
every customer. 


U is obvious that, in actual dollars 
and cents, “customer cost” is not 
going to vary greatly for different 
customers in a given community, re- 
gardless of whether they use vast 
quantities of electricity or just a lit- 
tle. The same motions, be it a 10- 
acre factory or a 50-foot bungalow. 
Set “customer cost” against the fac- 
tory’s bill, and it will be negligible. 
Set it against the bungalow’s bill, and 
it may amount to 30 per cent, 50 per 
cent, even 75 per cent of the total. 
This is one of the obvious justifica- 
tions for charging large consumers 
less. 
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Where the Electric Customer’s Dollar Goes: 


6e HE table following is based 


perience of a good-sized company. . . . 
It is not ‘average,’ because that term does not 
mean much; but it is doubtless representative 
Figures stand for cents 


of many situations. 
in the customer's dollar” : 
Production 
Transmission and distribution 
Customer expense 
General 
Retirement 
Taxes 
Bond interest 
Dividends 
Surplus 


on the ex- 








All right, are we prepared to re- 
assure the governor of Pennsylvania 
as to “customer cost,” by presenting 
definite figures? Ah! I am afraid he 
might be more troubled by the tor- 
rent than the drought. Pursuing my 
own quest innocently, I have had 
many figures hurled at my lay head. 
I have been told by the engineer for a 
utilities commission that 75 cents per 
customer per month is a reasonable 
figure for “customer cost’; he was 
stabbing in the dark, and admitted it. 
A utility manager told me that his 
company pays 25 cents per month per 
customer to read the meter and send 
the bill. It was brought out recently 
in New York that domestic custom- 
ers buying around 50 cents’ worth of 
electricity a month, are the company’s 
loss. 

But the costs can vary hugely, de- 
pending on many things. Are the 
company’s methods up-to-date? .. . 
Bookkeeping is a part of “customer 
cost.” I understand that one com- 
pany has just saved $22,500 a year 


by installing billing machines and 
scrapping the bill that had to be filled 


in by hand. 

A®™ there many country custom- 
ers? I am told, and see 

reason for believing, that it may cost 

far less to read city meters than coun- 

try meters, which are far apart and 

reached by car. 

Is the climate warm or cold? .. . 
Meter reading costs less in a mild cli- 
mate if the meters are outside. Less 
than in a city where there have to be 
many call-backs. 

These are some of the variables. 

Turn to the other heading, “gen- 
eral.’”” What about salaries and ad- 
vertising, merchandising, office rent— 
all that sort of thing? How much 
under-cover stuff is going on? How 
much are the utilities “getting away 
with?” I'll confess I don’t know. It 
would take a better investigator than 
I am to make a sure case, either for 
or against. It seems to me, however, 
that the chances for deliberate loot 
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are limited and risky. A lot of peo- 
ple would have to be in on it. Books 
are open to the commissions. Too 
many clerks. Too many certified pub- 
lic accountants. Somehow I cannot 
convince myself that corruption here 
is the sort of thing that is being done 


on a grand scale. 


Bese expenditures for advertis- 
ing and administration and 
especially merchandising are largely 
guided by this condition; the oppor- 
tunity for large utility earnings lies in 
increasing the use of electricity. Get- 
ting customers to use more of it, and 
for more purposes. The obvious jus- 
tification for merchandising expense 
is that it tends to reduce the rate to 
consumers. This is not hokum, but 
fact. The economics of the situation. 

I have in mind a Texas company 
which for several years has staged a 
record-breaking campaign for the sale 
of appliances. The company has only 
59,000 customers. Yet in the last five 
years it has bought no less than a mil- 
lion dollars’ worth of appliances every 
year. Almost $17 per customer. 
With what result? They used more 
juice. Load was built. A considera- 
ble part of the company’s capacity, 
formerly idle, is now used. That has 
made possible an extraordinary series 
of rate reductions. The residential 
rate in 1922 averaged a little under 
14 cents. Now it averages 6.5 cents. 
The management wants still more re- 
ductions. So that still more of the 
capacity will be used. And still fur- 
ther reductions will be possible. There 
are limits, no doubt. But that is the 
general idea. 


HESE considerations must not be 
overlooked in any study of the 


cost-to-selling-price spread. Let me, 
however, say this: The many figures 
I examined, and the few presented 
here, cost me in the gathering a great 
deal of running around and prying. 
And at that they are in no sense con- 
clusive. Merely indicative. So then 
—is it likely the average customer 
will take any such trouble as I did? 
Will John Smith do it? And lacking 
solid information, may he not lend a 
receptive ear to rumor-mongers who 
say pointedly : 

“John, do you know you can’t go 
to the ‘power trust’ and find out any- 
thing about their expenses? It costs 
them half a cent to make electricity. 
You pay 6 cents. Where does all the 
rest go? Notice any of these utility 
fellows peddling pencils on the street? 
It goes ’way down in their pockets, 
John, that’s where!” 


. seems to me it would be a very 
good thing if figures were gen- 
erally available, not merely dragged 
up from private or _ semi-public 
sources at the pistol’s point. Figures 
showing in vivid detail why it costs 
something to furnish electric service, 
over and above making the juice. I 
mean figures with something of the 
finality of “generating cost’ figures. 
Perhaps this could not be done for 
the industry as a whole. Perhaps it 
is an educational job for each com- 
pany among its own customers. 

I do not know. But to an outsider, 
here seems to be a stumbling block to 
complete understanding and affection 
between utilities and consumers. Not 
because the facts are evil, but because 
they are not widely known. 


N™ with all limitations upon us, 
suppose we try to summarize 
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where the consumer’s electric dollar 
goes. The table following is based 
on the experience of a good-sized 
company, corrected in certain details 
where it was not, perhaps, sufficiently 
typical. Round numbers only. I pre- 
sent the table with reservations. It is 
not “average,” because that term does 
not mean much; but it is doubtless 
representative of many situations. 
Figures stand for cents in the custom- 
er’s dollar: 


i cg ee apeiis .30 
Transmission and distribution ........ 10 
GC GED oon ons 5k sisccinvasice .09 
Se ee ie iis aR ae 09 
EE eee eee 05 
ia onic ic wélibakdnbid tivteandanei .06 
EEE EEL re eee 14 
MEE ci.dcuddieerdhieniedesedvcnne 13 
MEE, Sons siabaadaeieisanscianakanat 04 

$1.00 


Note that production cost, meaning 
generating cost (coal, wages, sup- 
plies) is 30 cents. The table includes 
all classes of consumers served. The 
over-all spread between production 
cost and selling price is, therefore, a 
little over 3-to-1. In this company 
as in many others, some customers 
might pay at the approximate ratio 
of 15-to-1 on the generating cost of 
limited meaning. We cannot repeat 
too often that generating cost is not 


e 


production cost as other industries 
understand that term. 


Nn all that I have found out, one 
of the industry’s answers to Am- 
bassador Sackett seems to be upheld. 
It is not true, as alleged, that the 
great mass of consumers—that is, do- 
mestic customers—pay “fifteen times 
the actual cost of production.” It is 
my guess, made not at random, that 
domestic consumers pay perhaps four 
times “the actual cost.” The coun- 
try over, I mean. 


NOTHER answer to the ambassa- 

dor merits a hearing in passing, 
and that is this: There is no inherent 
reason in economics, public policy, or 
good business practice, why the ratio 
between production cost and selling 
price should be a magic measure of 
business integrity. No reason why 
that ratio might not be 100-to-1, or 
any other figure you please to men- 
tion, if the legitimate expenses of dis- 
tribution are such that it works out 
that way. 

Water in Lake Michigan is free. 
As free as the air from which nitro- 
gen-fixation plants make nitrate of 
soda. The city of Chicago does not 
pay Father Neptune or anybody else 


erally available, not merely dragged up from private or 


q “Ir would be a very good thing if cost figures were gen- 


semi-public sources at the pistol’s point. 


Perhaps 


this could not be done for the industry as a whole. Per- 
haps it is an educational job for each company among its 


own customers. 


To an outsider, here seems to be 


a stumbling block to complete understanding and affection 


between utilities and consumers. 


Not BECAUSE THE 


Facts ARE Evit, But Because THEY ArE Not WIDELY 


Known.” 
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for that water. But citizens pay a 
good round sum annually for water 
in their homes. 

Why? 

The justification for the price lies 
in the cost of getting the water to 
them. Distribution cost! Including 
interest on bonds issued for building 
intakes miles out, the cost of keep- 
ing caretakers there the year around, 
the cost of huge mains under the 
water as well as under streets, opera- 
tion of pumping stations, installing 
meters and reading them, cost of 
valves, wages of emergency crews, 
and much more. The whole thing is 
a huge and expensive distributing 
system, in which anything that might 
be called production cost plays an in- 
significant part. 


HEN I bought gasoline in the 

desert at 55 cents a gallon, ob- 
viously most of the price was made 
up of distribution cost. Getting it 
there. 

There is no necessary and unaltera- 
ble relationship between production 
cost and selling price. Everything 
depends upon particular circum- 
stances. If the farmer ordinarily 
pays a higher rate for electricity, the 
farmer himself knows why. He has 
figured on putting up the posts him- 
self, so as to get high-line service. 
He also knows that if he uses enough 
‘ more current than the city man, for 
sufficiently diverse purposes, his rate 
may ultimately be less than the city 
man’s. 

So many variables! 


one thing more important than 
another is learned in studying this 
question, it is to touch all figures with 
a long pole and be sure they don’t 


sting. For figures in this industry 
mean little unless properly connected 
with time, place, circumstance, in- 
dividuals. 

Go back for a moment to the table 
showing distribution of the custom- 
er’s dollar. Note that 31 cents goes 
for interest, dividends, surplus. Out- 
rageous, isn’t it? Here, belike, is 
scandal! Just think what those blood- 
suckers are getting away with! But 
—remember our still earlier figures. 
For every dollar per year paid by the 
customer, the customer has an invest- 
ment of almost $6. Return on the 
investment, therefore, is not 31 per 
cent, as a hasty reader might con- 
clude, but something between 5 and 6 
per cent. 


Gi is all very well for a United 
States Senator to say, as one is 
quoted in an interview recently pub- 
lished, that in a certain power com- 
pany “64 cents out of every dollar 
collected from the consumers were 
available for dividends, interest, and 
surplus.” That is a startling figure, 
certainly, and if it is correct, the facts 
should surely be run to earth to find 
out whether it is justifiable. What 
relation did this bear to per cent of 
return on invested capital? Did the 
Senator pause to inquire? If not, 
was it proper, was it intellectually 
honest, was it in fact anything but a 
piece of cheap demagoguery and mis- 
interpretation to add immediately, as 
if it were a logical deduction from 
this solitary fact: 

“Without any doubt the most of 
them are making similar unconsciona- 
ble profits.” 


I ET us have understanding! Let 
us have economic common sense! 
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The company, in the Senator’s exam- 
ple, it may be said, disposes of large 
quantities of power at a low rate to 
two major industries, at a relatively 
negligible cost of distribution. I 
would not attempt a defense of the 
figure without complete information. 
But it is a hydroelectric enterprise, 
and I know that hydro plants always 
cost a lot of money to build but little 
to operate. It follows that a larger 
part of each income dollar must go 
toward paying the fixed charges. 

This is true, regardless of what the 
return on invested capital may be. I 
suggest that the Senator has no sanc- 
tion in honesty or public interest for 
denouncing the figure unless he knows 
beyond doubt that the 64-cent figure 
is unwarranted, hostile to the. common 
welfare, ridiculous—“scandalous,” as 
the editor called it. 

There is no doubt, however, that 
we shall continue to hear these loose 
assertions—just as when Ambassador 
Sackett spoke of “the iniquity of 
charges for electricity by our private- 
ly operated plants’—until the time 
comes, if it does come, when the 
chance for them to be successful is 
crushed by the weight of evidence. 

It is my conviction that al] elements 
of the cost of electric service ought 
to be made easily available, at least 
for individual companies, and the jus- 
tification for every class of expendi- 
ture made manifest. The subject is 
complicated. There are difficulties. 

But John Smith, be it remembered, 
votes. 


HAVE no inclination, out of hand, 
either to “whitewash” utilities or 
to damn them. I have approached 
the subject as a layman, hoping I was 


open-minded. I will own up to a 
sneaking suspicion that power com- 
panies of this country mean to make 
money, and to a belief that there are 
men in them who mean to get rich. 
But I believed, and continue to be- 
lieve, that most of them mean to get 
rich intelligently. Not by shyster 
profits filched from distribution costs. 
But by the modern method of being 
paid modestly for service rendered— 
and rendering a lot of service. 

I do not believe that electric rates 
in this country are made under divine 
guidance. I think there is a chance 
for human error, and even cheating. 

I can conceive that if the people of 
this country had different concepts of 
business and politics and social rela- 
tions, the basis of setting rates now 
employed might seem inequitable. 


UT, granting that we are living in 
our own times, under Twentieth 
Century notions, I cannot see any 
great reason for believing that costs 
of distribution in the electric industry 
are “scandalous.”’ Operators have told 
me freely that they considered these 
costs too high in their own companies 
—and proved to me that they were 
“busting a gallus” to reduce them. 
However, the “underbrush” does 
remain. A maze and a muddle. It’s 
hard to find the way through. Those 
who want to, can say without fear of 
immediate and indubitable refutation, 
that “exorbitant utility profits are 
concealed in distribution ‘costs.’ ” 
My hazard of opinion is the doubt 
that there are such profits. But major 
political measures may depend on 
proving that there are not such prof- 
its. I believe the industry can sup- 
ply the proofs. Then—why not? 
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Utility Securities as Trust 


Fund Investments— Today 


The Views of a Country Banker 


As told to 
FREEMAN TILDEN 


HERE is a warm, pleasurable 

j feeling that comes from betting 

on the right horse, aside from 

the few dollars you may have won. 

It cinches up the saddle of your judg- 

ment. But the satisfaction that comes 

from betting on the right human be- 

ing is vastly superior. It not only 

titillates your vanity, but it renews 
your belief in men. 


HIs little homily arises from the 

fact that a fine young human 
specimen walked into our bank the 
other day and spent a couple of hours 
with us. Six years ago he came out 
_ of our high school and started to 
work for us at the bottom of our lad- 
der. Our ladder is pretty near the 
ground at its highest point, so this 
meant that George swept up the débris 
and ran errands and licked stamps. 
After he had been with us three 
months I knew he was good enough 
to stay with us. After nine months I 
knew he was too good to be held. To- 


day he is the head of a trust depart- 
ment in a far-Western bank. He is 
just home for the first time in more 
than four years, on a little vacation. 

Of course, I was glad to see George 
on his own account. But I was also 
selfishly interested to take him into the 
directors’ room and shut the door and 
hear some outside ideas about the in- 
vestment of trust funds, particularly 
as George has just been attending a 
“school,” convened by a big metro- 
politan bank for the education of its 
correspondent institutions, at which 
the whole business of getting, keep- 
ing, and administering trust funds 
was drilled into the bright young men 
eight hours a day for six weeks. 


ee I was keen to know 
what the “best people” are buy- 
ing for trust funds. I say, “the best 
people” with a slight tinge of sarcasm, 
be it understood, for my confidence 
in the superior wit and resource of 
the big banking fellows has undergone 
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a slump in the past two years. Still, 
when the big noises vibrate, we little 
fishes naturally open our ears. We 
country bankers still think that the big 
whales ought to know more than we 
do, even if they don’t. 
George had a little entry in his 

- memorandum book that was of inter- 
est. It was a list, or rather, two lists, 
of investment possibilities, arranged 
in the order of their desirability, 
based on present conditions. The first 
list, which we shall call the A list, is 
composed of eight groups, as follows: 

Public utilities 

Chemicals 

Electrical equipment 

Foods 

Tobacco 

Natural gas 

Office equipment 

} Farm machinery or 

Amusement enterprises 
The second list, which we shall call 

the B list, is second-string. Here it 
is: 

Rubber 

Cotton 

Wool 

Motors 

Oils 

Rails 

Packers 


Aviation | 
Foreign investment 


AS I understand it, with due allow- 
ances for exceptions, intricacies 
of relationships, and horse sense, these 
two lists represent the gist of sound 
opinion at the present moment, as to 
the relative sweetness of the several 
fields of investment, or kinds of enter- 
prise, into which fiduciary funds 
should be seeded. Right at the stroke 
of the gong, for what my opinion may 
be worth, I will say that my own 
hunch doesn’t perfectly coincide with 
these orders of preference, and I’m 
going to tell briefly why not. It may 


sound cheeky to say so, but while 
maintaining an open mind, I don’t yet 
see any reason to desert my own ma- 
tured opinion in deference to any con- 
clusions that have originated at, in, 
or near Wall Street, for a long time 
past. I have thought for a long time 
that the disadvantages of doing your 
thinking in the countryside are rather 
well compensated for by the advan- 
tages. We rustics get a trifle wall- 
eyed, I admit; but the city bankers 
get squint-eyed. “You pays your 
money and chooses between us.” 


A: to the first item on list A, I 
agree promptly and fully. Just 
at the present moment I don’t think 
there is much disagreement as to the 
paramount desirability of good utili- 
ties in the trust-fund portfolio, any- 
where. 

I had a letter from a friend in Eng- 
land the other day, and he tells the 
same story from that side of the pond. 
The utilities, particularly the “elec- 
tricals” as my friend calls them, are 
standing the gaff better than any 
other shares over there. I rather feel 
that this condition exists pretty much 
all over the world; and this is rather 
interesting when you remember that 
up until a few years ago everybody 
was casting the leering eye on utili- 
ties and going hellbent for some other 
varieties of investment that have now 
fallen into an epileptic state. Well, 
things do change. 


M* list would not follow utilities 
with chemicals. I should choose 
foods instead, followed by tobacco, 
and my fourth choice, for the long 
pull, would reach over into that other 
shabby list B and take railroads. I 
guess you think I’m a dunderhead 
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now. The idea of a hayseed banker 
setting up his opinion against the 
Olympians! But if my stubborn non- 
conformity has no other or better 
result, it will at least tend to throw 
the brilliance of the other fellow into 
higher relief. 


NYONE that thinks that the rail- 

roads of this country are going 
to the dogs just because a string of 
trucks, operating on highways paid 
for with public tax money, are at 
present sticking the knife in them, is 
(in my humble opinion) mistaken. 
The railroads are the very life-line of 
our internal economy. They do what 
no other known methods of transport 
can do. They are vital for our de- 
fence, in a military sense. They loom 
so big as taxpayers, in a period when 
taxes constitute our biggest real prob- 
lem, that only a fool would lift an 
economic finger against them. When 
wages get down to earth with raw 
commodities, the rails will make 
money again, even on the basis of a 
much lower pulse-rate of business in 
general. The “flight from rails” 
which has taken place in the stock 
market is, to my way of thinking, 
more psychological and less grounded 
in hard fact, than any other. There 
are a dozen other groups in the in- 
vestment world that I would fight shy 


& 


of, before railroads. This is not to 
say, of course, that the present going 
is not hard, and that in the next six 
months there will not be a chilly divi- 
dend feeling. But the rails will have 
lots of company on this mourner’s 
bench. 


i ee sympathy with raw agricultural 
products, there is undoubtedly 
good reason for putting the packers 
in that limp B list. Yet, as an excep- 
tion, there is one packer that I should 
prefer this minute to at least four 
choices that are in list A. I fully 
realize, of course, that these lists are 
not intended to be impervious to the 
exceptional opportunity. 


wr a wry smile, I can subscribe 
to that last lone orphan in list 
B—foreign investment. This is truly 
the sick baby of our investment world. 

In five years of lush prosperity we 
manage to let ourselves in for billions 
of “dollar bonds” of foreign coun- 
tries, states, and municipalities, most 
of which were doubtful and some dia- 
bolical. May I suggest that the mega- 
phone chorus in Congress pause a 
moment on its career of baiting the 
“Power Trust” and devote a little of 
its legislative intelligence to investi- 
gating the manner in which the Amer- 
ican public were socked in the eye 
with issue after issue of foreign bonds 


pause a moment on its career of baiting the ‘Power Trust’ 


q “May I suggest that the megaphone chorus in Congress 


and devote a little of its legislative intelligence to investi- 
gating the manner in which the American public were 
socked in the eye with issue after issue of foreign bonds 
of places and peoples who have never been more than six 
jumps ahead of the sheriff at any time, and could not stand 
the first year of a world-wide depression?” 
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of places and peoples who have never 
been more than six jumps ahead of 
the sheriff at any time, and could not 
stand the first year of a world-wide 
depression? I’d like to ask a few 
embarrassing questions. The first one 
would be: 

Of the face value of many of these 
Latin-American loans, how much ac- 
tual cash did the borrowers receive? 
That is, what was the extent of the 
underwriters’ gravy? 

Second, how much of the money 
was ever used for the purported ends 
of the loans? 

Third, what reasonable care and 
diligence did the floaters of these so- 
called securities ever exercise, after 
they had dropped the sour stuff on the 
public, to see that the money went 
anywhere in particular? 


“oe Trust,” indeed! If the 
utility companies had been en- 
gaged in fraudulent practices, if they 
had deliberately jumped their obliga- 
tions and bilked the bondholders, the 
stockholders, and the public, over a 
period of five years, I doubt if the 
sum total of loss would have been as 
great as the public has sunk in the 
same space of time in these phony 
foreign loans. And, as nobody claims 
that the “Power Trust” has done any- 
thing worse than to try to make some 
money while delivering the goods— 
with certain excesses that are inher- 
ent in development, and should right- 
fully be curbed, and will be so—where 
they have not been so—it looks as 
though a lot of oratory was pouring 
up the wrong chimney at this very 
moment. 


usT at this moment, however, we 
are putting what local brains we 


possess on the question (assuming 
that we had better put our money into 
the utilities as the best bet in this 
market) which ones to buy? Which 
bonds, for example? The top-grade 
triple A bonds are soaring out of our 
sight. When Bell Telephone of Penn- 
sylvania hit 115 for the ’60 maturity, 
it’s no use talking about putting trust- 
money into that sort of paper, when 
the beneficiaries of the trust are ex- 
pecting at least a 5.25 yield, and most 
of them do. Gentlemen are prefer- 
ring bonds with a vengeance. They 
not only prefer bonds, but they prefer 
the real flaxen-haired damosels of the 
bond world. 

We are busy now, therefore, comb- 
ing over those issues which are tick- 
eted as second-string, which will pay 
better than 5 per cent, and in some 
cases better than 54, to see whether 
we can’t get safety as well as return 
out of them. Of course, where our 
trusts are limited specifically to 
“legals” we are hog-tied. We buy 
what bonds we are permitted to buy, 
and the return from them is going 
to be smaller than for many and many 
a year, I fear. 

The way that last Consolidated Gas 
of New York 44 per cent issue went 
over, shows how timid we have be- 
come, after our debauch during which 
any show of prudence was considered 
treason to the Union. 

But I feel strongly that there are 
still well protected issues of utility 
companies, even though they do not 
rate so high, which are worthy of 
more respect than they are getting in 
the bond market. 

To know which ones these are is 
our present study up here in the 
woods. 
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As Seen from the Side-lines 





RESIDENT John J. Pelley of the New 
Haven Railroad told the Interstate 
Commerce Commission that agriculture, 
in common with industry, could afford 
to pay an increase of 15 per cent in 
freight rates. 
* 

Ir sounded as logical and pertinent 
as if a Nebraska farmer should stroll 
onto the Boston fish pier and tell the 
dealers how much they ought to charge 
for fish. 

* * 

Peruaps the agricultural reports are 
entirely misleading. 

* * 

Anyway, bankers declare a mora- 
torium on farm mortgages. 

* * 

Wueart has been down to a quarter 
(worth less than the proverbial 30 
cents). Ten-cent cotton won’t enable 
many of the farmers to buy Rolls- 
Royces much less give the house a new 


coat of paint. 
Zs 


In the mid-west farmers burn their 
corn. To gather it is too expensive, 
with the market sinking like a spent 


rocket. 
* + 


PerHaps the most accurate sign of 
the times was that Charles Curtis 
thought seriously he ought to run again 
not for Vice President but as an ordi- 
nary Senator on his own, individual 
record. 

* * 

Mr. Pelley is undoubtedly an excel- 
lent railroad operator. He can prob- 
ably operate a locomotive, repair a road- 
bed, make out a bill of lading with the 
best of them, as well as satisfy the 
querulous board of directors, or glance 
at a mass of car-loadings and decide 
whether the prospects are for a red or 
black trial balance at the end of the 
month. 


But the political asininity with which 
the railroad moguls put up an eastern 
railroad president to tell what sort of a 
rate ought to be loaded upon the west- 
ern farmers is well-sigh incomparable. 


Wuom the ‘ntl pn they first 
make mad; if they are business men or 
railroad executives, they are put into 
politics. One is the equivalent of the 


other. 
1” 6 


THE story of the plight of the west- 
ern farmer is a tale that defies short- 
story form. Let’s brief it: 

* * 

Durinc the war they were told they 
must raise wheat to save us from de- 
struction. They raised it. The tempta- 
tion to personal profit was so great they 
took on new land, paying outrageously 
high prices they have lived to rue. 

* * 

Inpustry did the same thing in the 
east. Salaries in the shipyards went 
skyrocketing. War profits made million- 
aires, three for every boy who died in 
the trenches or subsequently from war 


hurts. 
* on 


THE east, according to the farmer, 
was permitted to charge fees and prices 
that enabled them to liquidate their in- 
vestments. On the other hand, the 
farmer found himself barricaded on the 
way to prosperity by a maximum price 
fixed for his wheat by Washington ; that 


is, by the east. 
* 


Wirh the war over, the railroads got 
their property back, and plenty. The 
Federal Reserve Act gave the bankers 
a lift. The government subsidized ship- 
building, and now provides money at 
low rates to any contractors willing to 


take the risk. 
* 


THe tariff, whether you like it or not, 
was regarded by the horny-handed west 
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as an instrument designed for the aid 
and assistance of the kid-gloved east 
that wears silk pajamas and can still 
afford to pay the night-club checks. 
And, of course, there was the Esch- 
Cummins Act. You cannot knock it 
out of the farmers’ collective head that 
that was not a piece of eastern con- 
ceived and contrived legislation which 
sought to guarantee the railroads a defi- 
nite income on their investments. 
* * 

It is all well enough to say that east- 
ern capital built the western railroads, 
that the Yankee pioneered the west, and 
that whatever blessings have been de- 
rived by the fateful westerners have 
been the result of a combination of the 
bounty of God stimulated by the in- 
genuity of the fellow from east of the 


Alleghanies. 
* * 


But the plain fact is that the western 
farmer looks upon Wall street with 
misgivings, in his penury looks upon the 
east with envy; and, from the stand- 
point of practical politics, looks upon 
Washington as the seat of eastern 
power which has operated for the 
financial advantage of the east while 
ignoring his plight. 

* * 

THERE have been several thousand 
bank failures in the west. The value 
of agricultural properties there has de- 
clined by possibly $20,000,000,000. 
Some 3,000,000 people have left the 
farms for the cities, satisfied in their 
own minds they cannot work out a 
profitable existence in a territory which, 
they believe, Washington has left to its 
own cruel fate without any semblance 
or fragment of the assistance it has 
lavished upon the east. 

* * 

WE hear that the farmer went in for 
wheat on a large scale merely because 
he wanted to roll up profits out of a 
short working day and a short working 
season and then beat it for the sunshine 
of Florida or California. 

* * 

WELL, the farmer will tell you that 

the eastern bank presidents and eastern 
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railroad executives have had an ex- 
perience so long in Florida they can 
now eat grapefruit without squirting 
the juice on their dinner shirts, and 
that they have worn deep ruts into the 
golf courses of California. The theory 
of human existence, in a country where 
all men are supposed to be free and 
equal, does not intend that these 
luxuries shall be enjoyed solely by one 
class of people limited by the geography 
of the country, they will tell you. 
* * 


In short, the great agricultural west, 
great in natural resources and expanse 
of country if not great in bank-roll size, 
resents what it regards as the continu- 
ous and perpetual dictation it receives 


from the east. 
o* 


Ir the railroads need more money 
they ought to have it. Five hundred 
thousand former railroad employees 
need to be reémployed. Prospective 
discharges and prospective wage slashes 
ought to be avoided if humanly possible. 
If the farmers can afford to pay higher 
freight rates and if, in justice, they 
ought to pay higher freight rates, they 


will be compelled to do so. 
* * 


But the facts upon which this claim 
for increased rates was to be predicated 
should have come from some western 
executives in whom the farmers have 
some confidence and not from an iden- 


tified spokesman of eastern capital. 
* * 


IF the past is a criterion of the future, 
the eastern capitalists will be support- 
ing candidates next year who are to 
their liking and who will happen to be 


present officeholders seeking reélection. 
* * 


Many obstacles are ahead of them. 
They can get higher freight rates at the 
expense of losing four years of influ- 
ence in the national government. And 
what could happen in this four years, 
from an adverse administration, could 
be plenty and then more. 
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What Others Think 





Do the Signs Point to Government Regulation 
for the Newspaper Business? 


HERE is increasing evidence that 

the power worm is beginning to 
turn. More specifically, however, there 
is evidence that the worm is turning 
upon a particularly annoying persecu- 
tor—one who has been treading on the 
worm every day and twice on Sundays 
ever since power worm treading be- 
came so politically fashionable. 

That particular persecutor is the 
anti-utility press. 

It was Mr. Harry Reid, chairman of 
the public relations committee of the 
N. E. L. A., who led the attack on the 
carping brand of newspapers. Ad- 
dressing a sectional convention of his 
association at Excelsior Springs, Mo., 
on May 21st, Mr. Reid finds that the 
anti-utility press is engaged in throw- 
ing stones while residing in a particu- 
larly fragile glass house. He points out 
that if government ownership is good 
for the power trust it ought to be good 
for the newspaper trust. He said: 


“Let us consider some of the more 
radical newspapers; one might say sensa- 
tional papers. How consistent are these 
papers when they advocate government 
ownership and operation of our industry 
but do not advocate the same medicine for 
themselves? How consistent are they when 
they urge more and more regulations for 
our industry but do not advocate govern- 
ment regulation for themselves? 

“Are not these newspapers ‘clothed with 
a public interest?’ Do not news, editorial 
and advertising, have a close relation to 
public welfare? Do they not help to shape 
public opinion? It seems to me that there 
are just as sound arguments for the entry 
of the government into the newspaper 
business as for its entry into the electric 
light and power industry. I believe that 
both our business and the newspaper busi- 
ness are public service industries.” 


r. William H. Hodge, of the 
Byllesby Corporation, addressing 


the 1931 graduating class of Parsons 
College at Fairfield, Iowa, followed 
out Mr. Reid’s line of argument in 
more detail. He traced a comparison 
of newspaper operating methods with 
utility operating methods until the par- 
allel became deadly. Conceding the 
fact that the holding company, in spite 
of its legitimate advantages, can be 
made an instrument of corporate abuse, 
he stated : 


“Leading in the onslaught on utility hold- 
ing companies and advocating the public 
ownership of utilities, we find the Hearst 
press. What is the Hearst press? In their 
own language ‘his publications constitute 
the greatest publishing business ever built 
up.’ I am quoting from an official circu- 
lar Fane July 1, 1930, describing an issue 
of 2,000,000 shares of Hearst Consolidated 
Publications, Inc., $50,000,000 par value. 

“This company is a holding company 
which, quoting from the circular, ‘has been 
organized under the laws of Delaware and 
will own as a result of this financing 
through entire stock ownership, the fol- 
lowing newspapers of nation-wide promi- 
nence and of the highest standing in their 
respective communities, namely: New York 
Evening Journal, Chicago Evening Ameri- 
can, Pittsburgh Sun Telegraph, Detroit 
Times, San Francisco Examiner, San Fran- 
cisco Call-Bulletin, Oakland Post-Enquirer, 
Los Angeles Examiner, Los Angeles Even- 
ing Herald, Seattle Post-Intelligencer, 
American Weekly, in addition to above.’ 

“Here we find the chief antagonist— 
editorially—of the utility holding company 
using this selfsame plan of organization 
for his widely scattered, centrally con- 
trolled and directed newspaper properties. 
Not only this, but he has adopted a well- 
known public utility innovation, that is the 
cultivation of employee and customer own- 
ership, and it is apparently by such method 
that the 2,000,000 shares of Hearst Consol- 
Lee Publications, Inc., are being mar- 

eted.” 


Mr. Hodge then wanted to know why 
a chain of utilities should be consid- 
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ered any more iniquitous than a chain 
of newspapers—and why a holding 
company control is contrary to public 
interest in the utility business, but con- 
sistent with public welfare when ap- 
plied to newspapers. He went on to 
show that press chains take full advan- 
tage of group or syndicate benefits 
made possible by the holding company. 
He cited the instance of Mr. Arthur 
Brisbane whose income from syndicated 
editorials was reported at $260,000 a 
year—an amount greater than the sal- 
ary of any power company executive 
in the United States. Mr. Hodge con- 
tinued : 

“The parallel may be extended a long 
ways. Briefly, however, compare the util- 
ities’ general sales departments with the 
newspapers’ national advertising and circu- 
lation departments; utilities’ advertising 
copy and supervision service with the syn- 
dicated features, cartoons, and comics; the 
application of modern accounting methods 
for comparing operating efficiencies with 
complicated cost finding to determine the 
value of advertising space; consolidated 
purchasing power in turbines and copper 
wire with centralized buying of presses, 
newsprint, and ink. And in supplying ade- 
quate personnel, both are able to assign 
quickly the right man to the right place, 
temporarily or permanently, whether it is a 
power plant superintendent, an editor, a 
business manager, or the one available man 
who can get a new color press to operat- 
ing smoothly. 

“Again, I ask, if these things are good 
for newspapers why are they bad for 
power companies?” 


HE parallel could still be pushed 

further. There is the charge of 
monopoly leveled by anti-utility papers 
against the power industry. Yet it is 
a known fact that the available press 
services so essential to modern news- 
papers are almost impossible for a new- 
comer in the daily newspaper field to 
obtain. Two years ago, striking print- 
ers in New York city attempted to start 
a newspaper of their own; they were 
compelled to abandon the project be- 
cause they were unable to secure the 
necessary service of the press associa- 
tions. The incident led to the intro- 


duction of a bill in the 1930 New York 
legislature requiring press associations 
to file rates with and be subject to the 
jurisdiction of the New York Public 
Service Commission, and to furnish 
service to any applicant willing to pay 
such rates. Needless to say, the press 
associations opposed such legislation. 
They will probably continue to protest 
quite loudly when anyone suggests that 
they take a dose of the same regulatory 
medicine that they prescribe so freely 
for the utilities. 

Likewise, the rates and service of the 
power and press industries respectively 
might be compared. Although the serv- 
ice of both has improved in recent 
years, the price of kilowatts has come 
down, while the price of newspapers to 
both subscriber and advertiser has gone 
up. And how would the average daily 
price of a citizen’s electric power com- 
pare with the price of two papers a 
day which he buys? Which service 
would he rather be without if a choice 
were necessary? How do earnings of 
newspapers compare with earnings of 
power companies? When a newspaper 
is sold, what is the difference between 
the sale price and its “original cost with 
betterments,”—between the physical 
value of the plant and the “write-up 
for intangible value ?” 

If the idea brought forth by Messrs. 
Reid and Hodge to weigh these two 
industries were to be carried out thor- 
oughly, the effect upon the present atti- 
tude of these newspapers, toward util- 
ity regulation, holding company owner- 
ship, and management, would be inter- 
esting. Here, then, is an opportunity 
for regulatory analyzers with literary 


tendencies. 
—F. X. W. 


Kereprinc THE Free Press Free. By Harry 
Reid. Public Service Management. July, 
1931. 


Free SPEECH AND THE Pusiic Utmities. By 
William H. Hodge. An address delivered 
at Parsons College, Fairfield, Iowa; May, 
1931. 
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An Aid to the Utility Executive in 
Anticipating Business Trends 


g Wee are always those who affect 
a cynical attitude toward statistics. 
They point out the failure of statisti- 
cians generally to foretell the magni- 
tude of the present depression and the 
time of its occurrence. They fail to do 
justice to certain of them who attempt- 
ed in the summer of 1929 to give warn- 
ing of the approaching debacle. For 
example, Dr. Haney wrote in April, 


1929: 


“No definite signs of a business recession 
are yet apparent. But it seems probable 
that a recession will appear in a few 
months. This will certainly be the case if 
money rates stay as high as they now are.” 


The relative stability of the public 
utility business in the current depres- 
sion has been noteworthy; nevertheless, 
there is ample evidence that the public 
utility executive realizes that he cannot 
afford to neglect the study of business 
statistics and their use in forecasting fu- 
ture trends. As a matter of fact, he is 
vitally interested in the fluctuations of 
business in general, for a correct inter- 
pretation and use of statistical data 
concerning these variations materially 
affect his profits. He expects these 
fluctuations in the distant future just 
as they have occurred in the remote 
past. 

As long ago as 1715 B. C. the first 
business forecaster, with the aid of 
some rather questionable data, foretold 
the seven years of plenty and the seven 
lean years that were to follow. Today 
business conditions are no more stable 
than they were in the days of Joseph 
and the Pharaohs. Lean years still fol- 
low the fat. Dreams, however, have 
been replaced by such a volume of sta- 
tistical data that there is actually an 
embarrassment of riches. “Sometimes 
we cannot see the trends for the statis- 
tics,” says Dr. Haney. And he adds 
that it is an art, and not a science at 
this stage of development, to forecast 
the future course of business from the 
available statistical data. 


2 increase or decrease in busi- 
ness activity is the resultant of a 
number of economic forces. Conse- 
quently, Dr. Haney briefly discusses 
economic laws before examining the 
general problems of using statistics for 
business forecasting. With these basic 
principles satisfactorily explained, the 
stage is set for an appraisal of the chief 
significant indexes of business condi- 
tions. 


“The significant aspects of business are 
the supply of commodities, the demand for 
commodities, prices, credit, and investment 
conditions. And so we may group our 
business measurements as follows: (1) 
measurements of the total supply of com- 
modities, such as indexes of output and 
stocks of commodities on hand; (2) index- 
es of trade, including shipments, sales, and 
unfilled orders; (3) price indexes; (4) data 
bearing on the bank position and credit; 
(5) the statistics concerning security mar- * 
kets—their activity and price levels.” 


An extremely valuable feature in 
these discussions is a frank admission 
of the important limitations in each case 
considered. 

In his own theory of the business 
cycle the author reaches the conclusion 
that the only way to “iron out” the busi- 
ness cycle is to prevent the development 
of business booms and the attendant 
maladjustments. A thought that may 
well be emphasized in this connection 
is expressed by the author as follows: 


“It is always well to seek the predomi- 
nant industry or predominant factor that is 
characteristic of a given business cycle. In 
one cycle it may be railway construction; 
in another it may be great industrial merg- 
ers; in still another it may be building ac- 
tivity. An enormous expansion in automo- 
bile production was certainly one of the 
outstanding factors in the latest business 
cycle. By determining the chief factor in 
the current cycle and studying that cycle 
in the light of such a determination a better 
understanding of existing conditions can 
be gained and it becomes possible to fore- 
see developments more clearly.” 


In this book Dr. Haney publishes for 
the first time a complete explanation of 
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his own barometer, the so-called P/V 
Line. Of this barometer he says that 
it has “the merit of having worked suc- 
cessfully throughout the trying period 
of the last ten years.” In proposing a 
more scientific procedure of making 
business forecasts, the author then em- 
phasizes cause and effect relationships 
rather than accepting sequences, cor- 
relations, or the projection of trend 
lines for this purpose. Finally Dr. 
Haney suggests a basis for sound 


stock-market forecasting with more ac- 
curate results. 

Both the professional statistician and 
the business executive interested in 
planning for the future will find Dr. 
Haney’s authoritative study a valuable 
contribution to the subject. 

—Dona_Lp ARMSTRONG. 


Bustness Forecastinc. By Lewis H. Haney, 
Director of Business Research, New York 
University, New York: Ginn & Company. 
$5.00. 1931. 





Another Year of Grilling for the 
Public Utility Companies 


f gowns they have been in the 
spotlight of political inquiry for 
more than three years, all indications 
at Washington seem to point to a con- 
tinuation of investigations concerning 
public utilities, particularly electric 
power utilities. 

Aside from the investigation by the 
Federal Trade Commission—the big- 
gest of all probing bodies—which is 
still going on, the next session of Con- 
gress will probably see the utilities 
called to present their case before both 
the House and Senate. 

In the former branch of Congress, 
Representative Parker of New York, 
chairman of the House Interstate Com- 
merce Committee, has announced his 
intention to introduce a resolution call- 
ing for an investigation of all utili- 
ties, including the railroads ; in the Sen- 
ate, the Interstate Commerce Commit- 
tee will probably hold hearings upon 
the pending bill of Senator Couzens 
(Michigan) to have interstate move- 
ments of power regulated by a Federal 
commission. 

Meantime, the Federal Power Com- 
mission has commissioned Professor 
Walter Splawn, formerly of the Uni- 
versity of Texas, to make a thorough 
survey of the intercorporate relations 
of power companies, with a view to 
determining the feasibility of govern- 


mental control. The Federal Power 
Commission has also sent out question- 
naires to all power companies subject 
to its jurisdiction requesting informa- 
tion as to their rates and service. 


(Ca hae upon the progress of 
the Federal Trade Commission 
inquiry, The Wall Street Journal 
states : 


“The Federal Trade Commission, which 
has been scrutinizing the financial phase of 
the public utility industry for more than a 
year has completed about 20 per cent of this 
work. It is impossible to estimate exactly 
how much time will elapse before it com- 
pletes the job, but those who have followed 
the inquiry judge from the progress made 
so far that it will be some time in the spring 
or summer of 1933 before it is finished. 

“The commission has confined the inquiry 
mainly to book values and cost of invest- 
ments. Commission experts have given 
great prominence mainly to book values and 
cost of investments to so-called ‘writeups’ 
in book values. However, when asked if 
they have any information regarding true 
values of properties the examiners an- 
swered in the negative. 

“There has been considerable difference 
of opinion between the commission and the 
utilities as to the wording of the Senate 
resolution calling for the investigation, and 
as to the scope of its meaning. The reso- 
lution directs the commission ‘to inquire 
into and report upon the growth of the 
capital assets and capital liabilities of pub- 
lic corporations.’” 


The commission contends that “capi- 
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tal assets” means book cost or original 
cost of acquisition of utility properties, 
while the utilities take the position that 
“capital assets” should reflect present 
fair value, such as is used in rate-mak- 


ing valuations, and, in some states, for 
security issue valuations. 
—F. X. W. 


Utmity Propes Nor Over Yer. The Wail 
Street Journal. June 8, 1931. 





Will the “Super-Standardization” of the Utility 
Industry Paralyze Individual Initiative? 


cB those who have followed the 
government versus private owner- 
ship of utilities controversy through 
bales of figures, acres of charts and 
graphs, and dry-as-dust brochures on 
its politico-economic aspects, an address 
delivered at the annual convention of 
the New Jersey Gas Association at 
Trenton by Henry M. Brundage, vice 
president of the Consolidated Gas Com- 
pany of New York, will come as a 
breath of fresh air to one emerging 
from a stuffy room. 

Mr. Brundage does not shower us 
with figures, charts, or brochures; in- 
stead, he takes up the human, sentimen- 
tal aspect of the government ownership 
argument. In short, he asks us to con- 
sider the effect of a nationalized eco- 
nomical structure upon the individual 
—the man. This phase of the argument 
is none the less important because it 
seems to be almost universally neglect- 
ed. 

Mr. Brundage finds that the great 
trend in America today is towards what 
he calls “super-standardization.” Serv- 
ice has been standardized as well as 
merchandise. Banks, brokers, insur- 
ance concerns—all have fallen under 
the spell. All function from a central- 
ized office through standardized chan- 
nels to local branches. Workers in the 
branches live for promotion to central 
offices ; they take no interest in their lo- 
cal community. Education is standard- 
ized; so is book reading. Even church- 
es will probably soon be exchanging 
high-powered sermons. Government 
ownership of industry, of course, will 
be the last step in this tendency towards 
complete standardization of the individ- 
ual. Mr. Brundage states: 


“In the standardization of methods of 
big business, which has grown out of 
standardized production, and of govern- 
ment control of big business, which, in 
turn, has developed from methods adopted 
by the business controlled, much has been 
gained in the direction of efficiency and 
economy and in lowered costs of produc- 
tion and distribution. Superstandardiza- 
tion has, in my judgment, grown to the 
point where its advantages are overbal- 
anced by effects which are seriously in- 
jurious. A keen-witted foreign observer 
has said: 

“‘The new conception of production 
which is making America great is surrepti- 
tiously transforming the man himself and 
there lies its main and intense gravity.’ 

“Ts that a true statement or is it merely 
a bit of rhetoric? Whichever it may be, 
the fact remains that the effect of this 
tendency is to paralyze personal initiative.” 


LREADY, even under private control, 

the local utility executive, as the 
result of large consolidations, has lost 
his initiative, the power of prompt and 
wise decision. This tendency was point- 
ed out some months ago by Judge Wil- 
liam L. Ransom in an address before 
the Bar Association of Western New 
York. He stated: 


“There is need for corporate structures 
and business systems which will preserve 
and restore individual opportunity, enter- 
prise, initiative, and responsibility and de- 
velop to the utmost the traditional advan- 
tages of private ownership under vigorous 
individual leadership which emphasizes the 
welfare of the workers along with the ut- 
most efficiency in the processes of the busi- 
ness.” 


Mr. Brundage carries out this idea by 
pointing to the steady encroaching of 
Federal control in the field of state reg- 
ulation. He says: 


“The movement for consolidation of in- 
dustries has its counterpart in the con- 
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tinued encroachment of the Federal gov- 
ernment on the sovereignty of the individ- 
ual states and in the endless multiplications 
of bureaus at Washington. Bureaucratic 
administration congeals into inflexibility, as 
mass production becomes rigid, because a 
change in any one part makes it necessary 
to reorganize the entire factory. Bureau- 
cratic administration operates through sub- 
ordinates in distant communities who are, 
necessarily, unacquainted with local prob- 
lems or out of sympathy with them. Its 
administrative officers and employees be- 
come the slaves of rules and regulations 
which kill initiative and standardize those 
who must observe them even more than 
do the rules and regulations of the chain 
stores. They become creatures of obedi- 
ence, rather than creative agents.” 


R. BRUNDAGE does not quarrel 

with standardization per se. He 
believes in it as long as it effects econo- 
mies in physical production, such as the 
work done by the U. S. Bureau of 
Standards in cutting down needless va- 
rieties of commodity stocks. But he 
condemns thoroughly trends which tend 
to standardize human thought or human 
conduct. He quotes from a humorous 
writer in a Parisian journal as follows: 


“The Americans are obsessed by stand- 
ardization and mass production. Their 
dream is doubtless to create a standard man 
and a standard woman, who, forming a 
standard couple, will produce standard 
children, as like each other as Mark 
Twain’s famous twins. It is thus possible 
to imagine in a century all Americans will 


be as interchangeable as automobile parts.” 


Mr. Brundage does not stop his ser- 
mon against super-standardization by 
flouting governmental bureaucracy. He 
goes further and warns private indus- 
try. He points out that the coming of 
the chain newspaper marked the end of 
great editors such as Greeley, Dana, 
Bennett, and Watterson. Turning to 
gas utilities he warns against extreme 
standardization of operating methods as 
a result of consolidations. He says: 


“We cannot afford to dispense entirel 
with the artist and the craftsman. Thoug 
their sphere has been greatly curtailed in 
some respects, they still have something 
vital to contribute to human comfort and 
to the joy and beauty of living. Their 
work cannot be put on a mass production 
basis. In a world where every material 
thing had been standardized there would 
be no room for them, yet any scheme of 
life that crowds them out will suffer an 
irreparable loss.” 


There is certainly much power in this 
line of argument. From the utility 
holding company standpoint, the pos- 
sible effect of super-standardization on 
local public relations might be worthy 
of consideration. 

—D. L. 


Super-STANDARDIZATION. Address by Henry 
M. Brundage at the Convention of the New 
Jersey Gas Association, Trenton, N. J. 
June, 1931 





A Private Ownership Campaign That Failed 


RIVATELY owned utilities that are 

faced with the prospect or possibil- 
ity of a battle against government own- 
ership or government competition, 
might do well to read Professor James 
K. Hall’s (University of Washington) 
analysis in National Municipal Review 
of why Washington’s “District Power 
Ownership” bill was passed at the last 
election. Dr. Hall enumerates careful- 
ly the arguments pro and con used in 
the campaign, but his description of 
why the people voted as they did con- 
tains food for thought for those opera- 


tors who are on the eve of a similar or- 
deal. He states: 


“With the approach of the general elec- 
tion which was to decide the District Power 
Bill issue, the power companies became in- 
creasingly active. Many who were luke- 
warm in their adherence to the bill rea- 
soned, prima facie, that the benefits to 
rural areas from the passage of the bill 
were probably in correspondence to the op- 
position—hence the stronger the opposi- 
tion the greater must be the benefits that 
the bill would confer, and as a result be- 
came ardent supporters. The more or less 
under-cover methods by the power 
companies to develop public opposition to 
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the bill also had a disastrous effect, and 
apparently did more harm than good. 
Power company employees were very active 
in developing opposition to the bill by per- 
sonal contacts and by distribution of litera- 
ture. It was the belief of certain inter- 
ested observers that the private power com- 
panies, by their violent and aggressive op- 
position to the bill, had helped in their own 
defeat. 

“The continued representation by the 
leading proponents of the District Power 
Bill that public ownership and operation 
of electrical utilities in Washington has 
been an outstanding success undoubtedly 
influenced many to favor the bill. The ad- 
vantages of lower rates and at the same 
time utility profits for the general tax 
fund, or the maintenance of other city 
functions and departments, or the retire- 
ment of the system’s outstanding indebted- 
ness were stressed as accruing to those 
communities which have municipal light 
and power systems. A salutary effect on 
the private power companies of the District 
Power Bill was pointed out even prior to 
the passage of the bill by attributing to it, 
whether incorrectly or not, the rate reduc- 
tions made by the power companies at that 
time. If the bill was having such a whole- 
some effect on light and power rates even 
prior to its passage, would it not secure 
still more substantial advantages in the fu- 
ture if it were passed? That this argument 
was effective in developing public opinion 


favorable to the bill is hardly open to 
question.” 


B “under-cover methods” Dr. Hall 
is referring, presumably, to evi- 
dence presented to the Federal Trade 
Commission, purporting to show that 
the “Voters Information League of Se- 
attle,” a civic organization professing 
to make unbiased surveys of the Seattle 
Municipal Light Department, had been 
subsidized by a privately owned power 
company to the extent of 73 per cent of 
its income in 1927, and 89 per cent in 
1928. This organization, according to 
the Seattle Post Intelligencer (March 
29, 1929) represented the Seattle Mu- 
nicipal Light System as operating at a 
loss contrary to official reports. 
Whether Dr. Hall’s conclusions are 
entirely accurate is debatable, but the 
fact remains that reaction of the voters 
to the campaign waged by the private 
companies in Washingon was hostile. 


—wW. B. M. 


WasHINGTON’s Pustic OwnersHipP District 
Power Law. By James K. Hall. National 
Municipal Review. June, 1931. 





The Place of the Accountant and Lawyer 
in Utility Regulation 


OMMISSIONER John W. Bricker, of 

the Ohio commission, gave the 
members of the Ohio Society of Certi- 
fied Public Accountants a fairly com- 
prehensive picture of how the commis- 
sion of the Buckeye state works. In 
addition to this description, he added a 
few suggestions as to how it might 
work more efficiently. 

The Ohio commission is composed of 
three members appointed by the gov- 
ernor. The state’s attorney general is 
its legal advisor. The state auditor 
does its financial accounting. It has a 
personnel of about seventy-five, consist- 
ing of engineers, clerks, an administra- 
tive force of its “investigation” depart- 
ment, secretaries, rate experts, and rail- 
way inspectors. The engineers of the 


commission have been doing most of 
the accounting in connection with valu- 
ations and rate cases, but recently the 
work became so heavy as to require the 


assistance of an outside auditor. Con- 
cerning this Commissioner’ Bricker 
stated : 


“There should be, in my opinion, created 
within the commission, an independent de- 
partment of accounting, supervised by a 
certified public accountant, so that there 
should not be again permitted a condition 
such as existed a few years ago where 
there were dozens of cases filed and a de- 
lay in final determination of, in some in- 
stances, two or three years from the time 
of filing. 

“A condition wherein administrative 
boards such as this do not decide with 
promptness, all matters concerning rates 
and service, formal as well as informal 
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cases, is intolerable and the commission is 
not then performing its proper function in 
our system of jurisprudence.” 


OMMISSIONER Bricker has some 

definite ideas about a lawyer’s 
place in utility regulation. He believes 
that regulatory lawyers should have a 
substantial background of academic 
knowledge in such departments as 
economics and journalism. He says: 


“Within the past few years it has been 
my opportunity to talk with many boys 
entering upon their college courses prepara- 
tory to taking law, and in each case I have 
advised them to take as much work in the 
department of economics as it is possible 
for them to get, and by all means to take 
a course in accounting and corporation 
finances. Recently I have even seen fit to 
advise a student as a pre-law course to 
enter the College of Commerce and Jour- 
nalism. This advice was based upon an 
observation of the constantly changing 
practice of law and the necessary conclu- 
sion that today, the successful lawyer, the 
constructive lawyer and the lawyer who is 
accomplishing most is the man who is able 
to understand and advise on problems of 


business, on matters of corporation finan- 
cing, who can read a balance sheet, under- 
stand the meaning of profit and loss, and 
direct the course of his clients in a busi- 
ness way rather than try their law suits 
when they become involved. This is again 
the inevitable result of a more complex 
industrial development. 

“In order to be relieved from delay, in- 
cident to a fixed standard of practice in 
courts of litigation, business has demand- 
ed, in many instances, arbitration, bonds of 
conciliation, and adjustment as between 
lawyers.” 


Commissioner Bricker’s conclusions 
seem to be based in part upon his per- 
sonal observation of the handling of 
public relations of utilities from the 
purely legal standpoint. If every util- 
ity’s lawyer had a sound knowledge of 
practical journalism, as well as of eco- 
nomics, it would undoubtedly be help- 


ful. 
—M. M. 


Appress by John W. Bricker. Annual Meet- 
ing Ohio Society of Certified Public Ac- 
countants; Columbus, Ohio. June 4, 1931. 





When the State Commissions Are Called in to 
Assist the Interstate Commerce Commission 


HE results of communications 
from state regulatory commissions 
to the Interstate Commerce Commis- 
sion about the proposal of the railroads 
for a 15 per cent blanket rate increase 
give rise to some interesting specula- 
tion upon the feasibility of official co- 
Operation between the state and Fed- 
eral regulatory bodies in the matter of 
deliberations on such nationally im- 
portant controversial questions. Under 
the present practice, the state commis- 
sioners chosen for codperative duty do 
not vote with the Federal commission. 
However, they do sit in conference 
with the Federal commissioners when 
the latter are trying to reach conclu- 
sions and they express their views. 
The recent issue of The Traffic 
World published excerpts from some 
of the communications from the state 
commissioners to the Interstate Com- 


merce Commission, and expressed some 
editorial comment upon the matter. It 
stated : 


“It has been generally assumed that, as 
a matter of course, the state commissions 
would not choose, as one of the codperating 
committee, a member of a staté body that 
had gone on record on the merits of the 
question raised by the railroads. But, it 
has been suggested, state commissions that 
have taken positions should leave the ques- 
tion of the composition of the codperating 
committee to the commissions that have not 
taken a position for or against the applica- 
tion of the railroads. 

“No question has been raised, in discus- 
sions about the matter, as to the participa- 
tion in the selection of members of the 
committee of state railroads that have op- 
posed summary action, as requested by the 
railroads. Objection to decision on less 
than what is usually regarded as a full 
hearing does not go to the merits of the 
question as to whether the railroads should 
or should not have an increase in rates. 

“The communications from the state com- 
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missions, in the main, seem to have been 
about procedure. However, those from the 
Idaho, North Dakota, and Iowa commis- 
sions, for instance, look like conclusions on 
the merits of the main question. 

“‘Any raise of rates on freight would re- 
sult in matters going from bad to worse,’ 
said the Idaho commission. 

“ ‘We assert that economic conditions are 
such that a general rate increase would be 
disastrous and would greatly prolong the 
present severe depression,’ said Ben C. Lar- 
kin, head of the North Dakota commission. 

“J. H. Henderson, commerce counsel of 
the Iowa commission, both wired and 
wrote. That body, he said, objected to and 
protested against the proposed increase. In 
his letter he said the proposed increases, so 
far as they applied to Iowa, would create 
unjust and burdensome rates on Iowa traf- 
fic.’ 


by interesting and important point 
in this development for those in- 
terested in utilities other than the rail- 
roads, is to get some line, if possible, 
upon whether state and national com- 


mission codperation is really workable. 
This is so, because the Couzens bill 
(now pending in the U. S. Senate), 
providing for Federal regulation of in- 
terstate power movements is based 
upon a procedural system whereby joint 
boards operating under the name of the 
Federal government, but in fact com- 
posed of state commissioners or state 
representatives, will exercise original 
jurisdiction, while the Federal Power 
Commission, itself sitting at Washing- 
ton, will exercise, more or less, appel- 
late jurisdiction. 

This system can succeed only if there 
exists no immutable conflict of view- 
points on regulatory matters between 
state representatives and those who 
must regulate for the nation as a whole. 

—W. R.N. 
Current Topics 1n WasuHincton. The 
Traffic World. July 4, 1931. 





Other Articles 


Economic Freepom’s Menace. By Fred W. 
Sargent. Nation’s Business; July, 1931. 


DeprecaTes VALUE oF Hotpinc CoMPANY 
RecuiaTion. By Henry C. Attwill. Elec- 
trical World; July 11, 1931. 


Pouitics AND SEATILE’s Municipat LicHT 
System. By Joseph P. Harris. National 
Municipal Review; July, 1931. 


PresIpDENT Hoover’s Recorp, v. The Presi- 
dential Appointments. By Charles A. 
Beard. The Nation; July 22, 1931. 

A considerable section of this article is 
devoted to a discussion of President 
Hoover’s appointees to the power commis- 
sion. Mr. Beard presents a very accurate 
analysis of the motives which led the 
President to appoint Messrs. Smith, Dra- 
per, McNinch, Gorsaud, and Williams to 
the commission. 


Report of the Committee of Five Appointed 
to Study Taxicab Regulation in New Yor 
City. The Taxicab Weekly; July 13, 1931. 


THE EconoMICs AND Po.itics oF CLEVELAND'S 
MunicipaL Licht Prant. By Howell 
Wright, Esq. National Municipal Review; 
July, 1931. 

Tue PocketsookK INTEREST. 


Bulletin; July, 1931. 
The average consumer’s interest in the 


N. 2. L. A. 


Worth Reading 


electric industry, says this author, is essen- 
tially a pocketbook interest. He goes on 
to show how it behooves the utilities to 
demonstrate to the average customer just 
how and why the industry operations con- 
form to this pocketbook interest. 


THE PosITION OF THE PowER INDUSTRY IN A 
RISING ‘Tiwe oF PoxiticaL Hostizity. B 
— Baker. The Annalist; June 5, 


Unrair Return. By Thomas F. Woodlock. 
The Wall Street Journal; July 16, 1931. 


Wuere Is THE Power Trust? By Bernard 
a — The Financial World; June 


Whose Prostem Is It? By Roger L. Knight. 
Electrical Manufacturing; June, 1931. 
Ever since the New Jersey commission, 
in a recent decision, commenced to exer- 
cise powers given to it by statute to elimi- 
nate interference and blanketing of radio 
reception, broadcasters, electric utilities, 
and electric manufacturers have begun to 
wonder: What constitutes interference? 
Who should be held responsible? In this 
article the author, an associate editor of 
Electrical Manufacturing, raises the ques- 
tion point blank: Is radio interference any 
of the electrical manufacturers’ business? 
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Correct and Incorrect Methods 
of Computing the “Average 
Rate” for Power. 


I* the May 14, 1931, number of the Pus- 
Lic Utitities FortNIGHTLY, in the always 
interesting section “What Others Think,” 
you have a short article on a very important 
subject under the heading “Mr. Paui Clapp 
replies to Senator Norris.” Going to the 
very root of the matter there discussed, you 
permitted to get by an erroneous misleading 
statement that is not in keeping with the high 
authority and standing of the FortNIGHTLY 
in the public utility field. 

The point of the article is the 6.5-cent 
average price paid for current by domestic 
consumers in the United States last year. 
You say: 


“Now why, for instance, should there be 
such grave doubt about the 6.5-cent aver- 
age? Here is a very obvious figure that 
can be very easily attained. 

“The rates of all private companies are 
published in a small booklet known as the 
N.E.L.A. rate book. As this data is pre- 
pared by the electric industry for its own 
guidance, it would be as ridiculous for the 
association to make deliberate errors as it 
would be for a telephone company to put 
out a queer directory. However, assuming 
that for some unknown reason the N.E.L.A. 
wanted to mislead everyone including its 
own membership concerning the matter of 
electric rates—a domestic rate schedule for 
any city can be had from any company or 
chamber of commerce for the asking. If 
anyone has grave doubt, therefore, about 
the average price of a kilowatt hour in 
America, it is entirely his own fault. He 
is either too lazy to secure the rate figures 
or too stupid to add them up and make 
the necessary division in order to obtain 
the average.” 


On second thought you will readily see 
that your reasoning and your mathematics are 
both wrong. It is impossible to determine 
this average rate from any booklet or from 
any ‘detailed schedules showing, merely, the 
rates of the different companies in the United 
States. If one had all these rate figures and 


OUT OF 
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added them all up and divided them as you 
advise in the last sentence in the quotation 
above, the resultant average would not by any 
means be the average rate paid by the aver- 
age consumer. In fact the figure would be 
very misleading. To obtain the true average 
the rate schedules that you refer to would 
not be of any use at all. What you would 
have to have is the total amount of the bills 
paid by the class of consumers that you wish 
to average, together with the total quantity 
(kilowatt hours) of electric current delivered 
to the consumer for this amount of money. 
Having these two quantities, obviously, you 
could easily compute the average rate per 
kilowatt hour. The use of the rate schedules 
would not help you at all and could not, 
under any possible circumstances, give you 
the true answer. 

I hope you see your way clear, in so funda- 
mental and elementary a matter, to make a 
correction in one of the next numbers of the 
ForTNIGHTLY. 

—RicHarp SACHSE, 
Los Angeles, California. 


Epitor’s Note: It is true, as Mr. Sachse 
points out, that the computation of the aver- 
age price per kilowatt hour is not as simple 
a matter as the passage from the FortNniGcuT- 
Ly would make it appear. As a matter of 
fact, the result of the mathematics proposed 
by that passage would be, not the “per cus- 
tomer” average, but the “plant unit average” 
—i. e—the average rate per kilowatt hour, 
considering all private plants as equal units 
and giving a plant serving a small village 
as much weight as a plant serving New York 
city. The plant unit average may in fact, 
and probably does, approximate the true per 
customer average but, as Mr. Sachse points 
out, it is also possible that it will be mis- 
leading. 

But is not Mr. Sachse in error when he 
says that a complete set of rate schedules 
are of no use in ascertaining the average 
rate per customer? What is the objection 
to computing it in this way? Let us set down 
the rate for residential lighting service per 
kilowatt hour (computed from the average 
monthly per customer usage of kilowatt hours 
of residential lighting service in each plant) 
opposite the name of each plant; in another 
column let us set down the number of cus- 
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tomers actually served under this rate. (The 
number of customers and the average month- 
ly usage we will have to obtain from the 
company along with our schedules.) With 
this data it is theoretically an easy but actual- 
ly a tedious job for an accountant or, for 
that matter, a layman who remembers his 
mathematics to work out a system of relative 
weights, whereby the number of customers 
served by each plant will be duly proportional. 
Then add up and divide, as in the original 
prescription, and we have an average resi- 
dential lighting rate per customer. 

Of course, it is necessary to assume that 
only urban residential customers are intend- 
ed, and that only domestic lighting service 
(including the use of light duty appliances) 
is intended. The method suggested by Mr. 
Sachse is much simpler, but where would he 
obtain his facts—except from the iniquitous 
power trust? The FortTNIiGHTLY was merely 
striving for unquestionable purity, even at 
the expense of midnight oil. 


€ 


Hints for Portraying the “Power 
Trust” in Cartoons 


F the “Power Trust” is to be an issue in 

the next presidential campaign, as seems 
possible, the cartoonists will be thinking 
about the various ways of symbolizing it. 
Here are some suggestions: 

The familiar octopus is not easily availa- 
ble. “Seen too oft, familiar with its face,” 
it no longer inspires terror or stimulates 
hatred. It is said to have been an invention 
of Sunset Cox, in the late ’60’s and did duty 
in attacks on the railroads. Octopada crawled 


over the pages of the radical press during 
President Roosevelt’s trust-busting campaign, 
until they were supplanted by the silly, fat 
giants of later days. They and the giants 
have almost disappeared. 

Senator Norris has represented the essen- 
tial characteristics of the “Power Trust” as 
“the most gigantic, far-reaching, and com- 
prehensive monopoly which has been devised 
by the mind of man. From one end of the 
country to the other, from the humble home 
in the country to the organized elements 
of society in the towns and cities, this gi- 
gantic trust has secretly enmeshed its slimy 
fingers into the warp and woof of human 
life.” Again, he has spoken of “the Power 
Trust poison squad at work.” 

The most appropriate symbol seems to be 
the dragon of ancient literature, the proto- 
type of the American octopus, which devel- 
oped from it by evolution. These creatures 
had no other useful function than to afford 
opportunities for the making of heroes. 
They held entire communities in a state of 
terror. Here are a few possibilities: 

The sea monster (it can be made a river 
monster, monopolizing a water power site) 
killed by Perseus to release Andromeda (the 
suffering public), chained to the water’s edge 
as a propitiatory sacrifice. 

Cadmus, slaying the blue dragon. “Every 
black breath from his Stygian jaws poisoned 
the infected air.” 

Siegfried, in combat with Fafnir. This 
dragon “blew poison, shook himself, and 
struck with head and tail.” 

Bellerophon slaying the Chimera. 

In the pressing necessity for a new sym- 
bol, there is inspiration to be had from the 
dragons of the classics. 

—Louis BENEDICT, 
New York City. 





The Most Troublesome Problem 
in Regulation 


“_ is doubtful whether any feature of the regula- 
tion of public utilities has given more concern to 
the commissions and is less understood by the public 
than the fixing of a reasonable charge to the domestic 
consumer in order to cover the cost of distribution, 
accounting, reading, and servicing of meters and such 
other costs as can be clearly separated from a com- 


modity charge, per se.” 


—REPORT OF COMMITTEE ON PUBLIC UTILITY RATES 
National Association of Railroad and Utilities Commissioners, 1929 
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The March of Events 





Power Commission Studies 
Affiliated Interests of 
Electric Utilities 


A= investigation of the power com- 
panies is under way. The Federal 
Power Commission on motion by Commis- 
sioner Ralph B. Williamson, seconded by 
Commissioner Claude L. Draper, has an- 
nounced that Dr. Walter M. W. Splawn will 
conduct a survey of the electric holding and 
management corporations connected with 
operating companies holding licenses from 
the Federal government. 

This study will be made with the possibil- 
ity in view of bringing the great electric 
holding and management corporations under 
government regulation, says the New York 
Herald Tribune. The ownership, control, 
and affiliation of the operating utilities will 
be traced all the way up, whether it occurs 
through stock ownership, management con- 
tracts, financing, or otherwise. The survey, 
it is believed, is to be completed in four 
months. 


Federal Gas Control Proposed 


eg Capper of Kansas, according to 
the Washington Times, has announced 
that at the next session of Congress he will 
ask legislation to provide for regulation of 
interstate commerce by gas pipe line agen- 
cies. The Times says: 

“Senator Capper pointed out that corpora- 
tions are now sending gas through pipe lines 
across state borders and that this business 
is utterly without Federal regulation. Ac- 
cording to him state utility commissions, 
while exercising control over businesses of 
the companies within their individual states, 
are powerless to supervise interstate trans- 
mission of gas by pipe lines. 

“During the last session Senator Capper 
introduced a bill which would have estab- 
lished an independent Federal gas pipe line 
commission. Since then, however, represen- 
tatives of the public utilities commissions of 
interested states have conferred on the mat- 
ter and are now engaged in drawing up an- 
other bill. This measure will probably pro- 
vide for I. C. C. control.” 


e 


California 


City and Agricultural Interests 
Attack Electric Rate 


A DEMAND for lower electric rates has been 
made in northern California. George 
Sehlmeyer, state master of the California 
Grange, on June 30th filed a complaint with 
the commission, in behalf of the Grange, re- 
questing an investigation of rates for elec- 
tric energy supplied to agricultural con- 
sumers. The board of supervisors of San 
Francisco on July 7th instructed the city at- 
torney to institute proceedings before the 
commission to bring about an immediate re- 
duction in electric rates. 

The agricultural interests assert that there 
has been a continuous lowering of under- 
ground water tables in the areas irrigated 
and that as a result the farmers have had 
their cost of irrigation materially increased 
because of the extra power they have to use 
to pump the water up from the lowered 
levels. This, said Mr. Sehlmeyer, means that 


the companies sell more current and, there- 
fore, should be able to furnish it at a lower 
price per unit than was allowed them the last 
time the rates were established. Grange 
representatives are asking for a reduction of 
20 per cent in the demand charge and 20 
per cent in the energy charge. 

Studies of electric rates by N. Randall 
Ellis, rate expert for San Francisco, were 
taken as the basis of a demand for reduc- 
tion of approximately $1,000,000 annually in 
the rates of the Pacific Gas and Electric Hn 
pany. There was also a demand for a re- 
duction of $80,000 in street lighting charges. 
Mr. Ellis, according to the San Francisco 
Call-Bulletin, declared that although 1930 was 
a year of depression, it was the most pros- 
perous in the company’s history. He said 
that the company had been able to overcome 
the depression by installation of more efficient 
plants, by the savings due to the merger of 
virtually all northern California companies 
into one, and by reduction in the cost of fuel 
oil and materials it buys. 
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Political Expenditures of Utili- 
ties Are Reported 


ALIFORNIA utilities under the jurisdiction 
of the commission expended $93,121 for 
political purposes during 1930, according to 
a statement issued by the commission, says 
the United States Daily, which adds: 
“This figure was compared with $91,862 
expended during 1929 and $36,187 during 


7 


1928, it was stated. The figures were made 
available by annual reports filed by the utili- 
ties. The commission by general order has 
required the utilities to file such information 
with their annual reports. 

“The statement shows that in 1930 the 
Pacific Gas & Electric Company expended 
$25,941, the ——— California Edison Com- 
pany, $37, 487, and the Market Street Railway 
Company, $25,500. The remaining $4, 191 was 
divided among four other companies.’ 


Connecticut 


Old Oaken Bucket May Be Used 
to Fight Water Rates 


7s old oaken bucket may again enjoy 
the glory it knew before faucets became 
part of local households, says an Associated 
Press dispatch from Seymour, Connecticut. 
There the water company has planned an 
increase in rates and the commission has set 
a date for hearings in the fall. Meanwhile, 
it is said that many residents have begun 
cleaning abandoned wells and testing the 
water with the idea of abandoning the faucet 
in favor of the bucket. 

The citizens, according to the Bridgeport 
Herald, had expected that the hearing would 
be called without further delay while public 
opinion was at white heat against the action 
of the water company in raising rates. The 
Herald informs us: 

“Nevertheless, the Seymour water con- 
sumers are not willing to take a beating from 
the corporation without putting up a fight 


and, since Thomas Coleman, the well-known 
lumberman, who is one of the leaders in the 
fight with the water company, has promised 
free transportation to all people who will 
attend the hearing, it is expected that the 
commission will be greeted by an unusually 
large and wrathful congregation of protes- 
tants. 

“Despite the fact that the hearing will not 
take place until fall, many of the water con- 
sumers have refused to pay their bills to the 
Seymour Water Company until after a de- 
cision is given by the utilities commission. 
This refusal means that hundreds of dollars 
belonging to the company are being held up 
and whether the officials will take any steps 
to collect, remains to be seen. 

“It is believed, however, that they are not 
desirous of stirring up public opinion any 
more than they have and, since they realize 
that they can always collect the cash due, 
whenever they desire to, may allow those who 
have refused to pay, to hold the funds until 
after the hearing.” 


7 


Distriét of Columbia 


Street Railway Merger Is Urged 
by Senator 


ENATOR Arthur Capper of Kansas, chair- 
man of the Senate District Committee, 
according to the Washington Times, has ex- 
pressed the belief that merger of the street 
railway companies is the only solution of the 
city’s transportation problem. He believes 
that the public utilities commission should 
initiate proposals for a merger and bring 
these proposals before Congress as soon as it 
reconvenes. The Senator is quoted in the 
Times as follows: 
“I believe that only through a merger of 
the street railway companies can the people 


of the District of Columbia be given the ade- 
quate service at a low tariff, which they de- 
serve and should have. A unified system is 
the only sound and economical method of 
operating the car companies. 

“Competition between the railway com- 
panies has proven a failure as an incentive 
to better operation and lower fares. The 
logical thing now to do is to try out a 
merged system.” 

Several attempts in the past have been 
made to bring about a merger. The com- 
panies have favored such a proposal but 
limitations placed upon a merger agreement 
worked out by the companies resulted in the 
death of the proposal when it got into con- 
gressional committees. 
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Gas Utility Hearings Will Be 
Held in September 


HE public utilities commission has set 
dates in September for hearings on rates, 
service, _ ownership of the Washington 
Gas Light Company and the Georgetown Gas 
Light Company. The rate and pressure in- 
quiry will begin on September 14th while the 
ownership hearing is scheduled for Septem- 
ber 21st. The Washington Post says: 
“Among the items to be considered at the 
first hearing will be the bills rendered by 
the Washington and the Georgetown Gas 
Light companies during the last eight months, 
pressures during the same period, minimum 
and maximum pressures to be allowed in the 
future, the adequacy of the present transmis- 
sion systems and rates, particularly in so far 
as they are affected by pressure. 
“A scheme of adjusting rates accordingly 
whenever pressures exceed the maximum 


established by the commission. The gas com- 
panies have asked that the maximum pres- 
sure be raised from the present temporary 8 
inches to 10 inches and that the minimum be 
increased from 2 to 3 inches. 

“The purpose of the ownership hearing is 
to ascertain who controls the local gas con- 
cerns so that the commission can decide 
whether to seek a dissolution under the La- 
Follette Antimerger Act. Last winter and 
spring the corporation counsel’s office and the 
Department of Justice conducted an inten- 
sive investigation which indicated that the 
present ownership is in violation of this law. 

“Some difficulties are likely to be encoun- 
tered by the commission in bringing the al- 
leged owners to the hearing, however, be- 
cause of the question of jurisdiction. A. E. 
Peirce, who is reported to be the principal 
owner, may be forced to appear, even though 
his residence is in Chicago, because he was 
recently elected a director of the Georgetown 
Gas Light Company.” 


Georgia 


Service May Suffer under Low 
Rates, It Is Claimed 


Ga. of provisions for future require- 
ments is necessary for operation of the 
Atlanta Gas Light Company under existing 
rate schedules, says R. C. Hoffman, Jr., 
president of the utility, as reported in the 
Atlanta Georgian. He made this statement 
in discussing the action of the commission 
in refusing a temporary increase in rates. 

Mr. Hoffman criticised the statement, 
which he said had been repeatedly made, 
that the utility is seeking a rate increase of 
30 per cent. This statement, he said, has 
been made with the evident intent of per- 
suading all customers that their bills will be 
increased that amount. He termed the state- 
ment “unfair, untrue, and unjustly damaging 
to the business of this company in the face 
of the actual facts.” 

The facts are, he said, that the increase in 
revenue to the utility is in total far less than 
30 per cent, that many domestic users of gas 
will have decidedly worth-while reductions 
in their bills, that the greatest increase possi- 
ble to any consumer will be $1.30 a month, 
and that the great majority of those who 
have any increase at all will have less than 
that amount. He said further: 

“It should be borne in mind that delay in 
fixing proper rates, or in deciding this case 
is, in the light of our loss in revenues, in- 
flicting an irreparable loss to the company— 
since these losses are permanent. 


“We cannot ever hope in the future to 
recoup them, since we may never under any 
circumstances make more than a fair return, 
and there is no provision under the law to 
make up losses that we sustain. Other busi- 
nesses may recover in a good year money 
that they have lost in other years. We, and 
other utilities, cannot.” 


. 


Statewide Condemnation Power 
for City Is Asked 


A=—— to condemn electric and gas 
properties throughout the state, in an 
effort to establish municipal ownership in 
Atlanta, is proposed in a charter amendment 
recently approved by the Atlanta council and 
sent to the legislature with a request that it 
be enacted into law. 

Supporters of the charter revision declared 
that municipal ownership of public utilities 
had been tried and had been proven satisfac- 
tory in many places and that the city wanted 
the right to own and operate utilities, al- 
though it might be necessary to condemn 
properties outside of the city for this pur- 
pose. One councilman, however, expressed 
the view that it would be “foolish to tear 
up the streets for more gas mains and erect 
more poles for electric lights.” Another 
alderman contended that to hold “this over 
the head of the public utilities will mean that 
they will have to go bankrupt, because they 
will not be able to finance themselves.” 
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Illinois 


Cheapness of Natural Gas 
Is Questioned 


se prevalent idea that natural 
gas can be delivered at a ridiculously 
low cost was branded as a fallacy, on July 
8th at a commission hearing, by B. R. Bay, 
Kansas City, vice president and general 
manager of the Panhandle Eastern and Pan- 
handle Illinois Pipe Line companies, accord- 
ing to the Springfield State Register, which 
adds: 

“Mr. Bay was the first of several witnesses 
called by the Panhandle Illinois Pipe Line 
Company today in an attempt to justify the 
wholesale cost of natural gas provided for 
in contracts with the Illinois Power Com- 
pany of Springfield and the Central Illinois 
Light Company of Peoria. 

“Hearings are being held on the applica- 
tion for approval of the contracts for whole- 
saling of natural gas for distribution in 
Springfield and Peoria and to authorize the 
two local companies to switch from artificial 
gas to natural gas service.” 

The witness said that natural gas service 
involves large expenditures for wells, lines, 
compressor stations, and other equipment, 
and the fixed charges alone run into material 
figures. 

The contract calls for a rate of 40 cents 
per thousand cubic feet. Mr. Bay explained 
that this figure was arrived at after a care- 
ful study of the investment, pipe lines, equip- 
ment, and other necessary purposes includ- 
ing economic conditions and the territory to 
be traversed. In establishing the rate, it was 
said, the Panhandle Company was offering 


distributing companies a rate which would 
permit them to file schedules so that they 
might meet varying conditions as they arise. 

Opposition to the use of natural gas has 
developed in some Illinois cities. City At- 
torney Hugh J. Dobbs, of Springfield, says 
the United States Daily, declared that no de- 
mand for the proposed change had been 
shown and that no showing had been made 
that would justify the utility in paying for 
the change in lines and equipment necessary 
to handle natural gas. These charges, he 
said, eventually would be passed on to con- 
sumers. Charles L. Dickman, corporation 
counsel for Peoria, also objected and gave 
the further grounds for opposition that the 
proposed change would be a hard blow to 
numerous industries in Peoria, especially the 
mining industry. 

-_ 


City Places Water Users on 
Metered Basis 


A= rule affecting the use of city water 
has been adopted by the waterworks 
commission of Quincy, says the Quincy 
Herald-Whig Journal. The commissioners 
regard the sale of water by meter as the 
only fair and equitable plan. This plan puts 
it up to the customer to determine how and 
in what quantities he shall use water, while 
the flat rate plan discriminates against the 
careful patron and the waster of city water. 

Other cities, it is said, have been com- 
pelled to order the sprinkling of lawns con- 
fined to stated hours, because of the waste 
incident to a flat rate. 


e 


Indiana 


Discontinuance of Intercorpo- 
rate Practices Ends Probe 


FTER several stormy sessions, during 

which Commissioner Harry K. Cuth- 
bertson on two occasions threatened grand 
jury proceedings to stimulate the memory of 
a witness, the investigation. into the inter- 
company affairs of the Interstate Telephone 
and Telegraph Company and its thirteen sub- 
sidiaries ended abruptly on June Wth. This 
was brought about by an agreement that 
henceforth an intermediate supply company 
and a toll line corporation would be discon- 
tinued, and that the holding company would 
not follow past practices in taking profits 
from operating companies. 


The investigation was an outgrowth of a 
petition of the Kosciusko County Telephone 
Corporation for an increase in rates. The 
order for the hearing cited the complicated 
inter-relations of the various operating com- 
panies with the Interstate Telephone and 
Telegraph Company, the holding company; 
the Intercommunications Corporations; and 
the Midwest Supply Company, and it assert- 
ed conditions resulting were “deplorable.” 


- 
Segregated Valuations for Rate 
Making Are Recommended 


SETBACK to the theory of utility valua- 
tion without segregation in the various 
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communities served was received by the 
Wabash Valley Electric Company in the Mar- 
tinsville case when Master in Chancery 
Ward, early in July, recommended to a statu- 
tory court of three judges that a commis- 
sion rate order be sustained. Attorneys for 
the utility were afforded an opportunity to 
file exceptions to the master’s report. The 
Warsaw Times says: 

“The Martinsville case has been described 
as the ‘biggest utility case in the United 
States’ inasmuch as it affects the rapidly in- 
creasing practice whereby public utility 
chains demand evaluation of entire systems 
instead of units when rate adjustments are 
sought.” 

The commission had held that costs at the 
“gateway of Martinsville” should be consid- 
ered, and rejected the theory that valuation 
of all the properties should be taken into ac- 
count. A temporary injunction was secured 
in Federal court and the matter was referred 
to the master in chancery. He held that the 
commission’s order was not confiscatory, but 
that, under the rates fixed, the company could 
have set aside 4 per cent for depreciation and 
would have realized 7 per cent on its invest- 
ment. He recommended that the court dis- 
solve the temporary injunction. 

The report of the master, referring to 
power plants operated by the utility in some 


fifty cities, stated that these plants were built 
by former owners to generate power for dis- 
tribution in those cities and were not con- 
structed as part of the utility’s interconnected 
system, and that they were never operated 
for the exclusive benefit of the utility’s own 
system. 


La 


Will Fight Utility Rates on 
Commission Basis 


HE Franklin city council, says the In- 

dianapolis: News, has contracted with Jap 
Jones of Martinsville to engage in a legal 
fight with the Public Service Company in an 
effort to lower electric rates. The News con- 
tinues : 

“Jones agrees to accept all burden of the 
fight and, if he loses, agrees to assume the 
cost of all attorneys, engineers, appraisers, 
etc. The only cost to the city in an unsuc- 
cessful fight will be the $25 fee for filing. 

“Jones recently conducted a similar fight 
in Martinsville and was successful in lower- 
ing the rate from 10 to 6 cents. The fight 
will be centered on the electric rate alone, 
which includes everything from high-powered 
motors to household appliances.” 


e 


Kansas 


Kansas Wars on Cities Service 


ATION-WIDE interest was aroused when 

on July 3rd Commissioner Carl New- 
comer, assistant to the bond commissioner, 
announced that the approval of the sale of 
Cities Service Company curb stock, with the 
exception of first preferred, was withdrawn 
on July 2nd under new provisions of the 
Kansas Blue Sky Law. This announcement 
came at the same time that negotiations be- 
tween Governor Harry H. Woodring and the 
Cities Service officials for gas rate reductions 
terminated with a threat by the governor that 
all the resources of the state would be used 
to fight the Doherty interests, which control 
Cities Service. 

Withdrawal of approval of the common 
stock listed on the New York Curb Exchange 
was based upon a new provision of the Kan- 
sas laws which no longer exempts from su- 
pervision and control securities listed on the 
New York, Boston, or Chicago exchanges, 
and on the New York Curb Market, or upon 
any other approved stock exchange. 

Injunction proceedings were immediately 
started to test the validity of the action by 
the state and the constitutionality of the new 


law. A court of two judges in Kansas City 
on July 17th issued a temporary injunction. 
Mr. Newcomer then at the hearings before 
the court denied that his suspension of the 
Cities Service Company stock had any con- 
nection with the failure of Governor Wood- 
ring to negotiate for a gas rate cut. He then 
testified that his order was based upon his 
conclusions that the stocks were of doubtless 
or worthless value after making a study of 
financial reports. 

Robert Stone, counsel for Cities Service 
Company, said that he was attempting to 
show that Newcomer had no basis for his 
order, and that he took gossip and scandal- 
monger information. F, C. Hamilton, New 
York city member of the executive commit- 
tee of Henry L. Doherty and Company, tes- 
tified that the company’s common stock was 
worth $22.70 on a present-day replacement 
basis, and $15.92 on a basis of physical prop- 
erty ‘value based on book cost except pro- 
duction. 

After the failure of negotiations for.a gas 
rate cut the public service commission or- 
dered the Doherty companies to appear be- 
fore the commission and give evidence so 
that the commission might determine the rea- 
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sonableness of all contracts and charges made 
by holding companies to subsidiary companies 
of the Cities Service Company operating 
within the state of Kansas. A hearing was 
set for August 18th. 

The action of the commission is based 
upon a new law passed by the legislature this 
year extending its regulatory powers so as to 
permit the investigation of intercorporate 
relations and the affairs of affiliated com- 
panies in order to determine whether costs 
of operating utilities charged against operat- 
ing expenses are reasonable. 

Gas is sold to operating utilities at 40 cents 
a thousand cubic feet, which is the gate rate. 
The governor demanded a reduction of 10 
cents in this rate, which reduction, he be- 


e 
Massachusetts 


Court Review of Service Charge 
Decision Is Sought 


M*xe Curley of Boston has directed Cor- 
poration Counsel Silverman to file 
papers in the supreme court for a review of 
the recent decision of the public utilities de- 
partment authorizing the Boston Consoli- 
dated Gas Company to correct a service 
charge. The mayor, according to the Boston 
Traveler, has also charged the commission 
with “partiality,” denounced the policy of the 
company as “ruthless,” and characterized the 
corporation as an “octopus.” 

The commission had justified service 
charges on the theory that a certain amount 
of property and service is furnished for the 
exclusive use of each customer, and had held 


e 


lieved, should be passed on in its entirety to 
the consumers. 

Representatives of the Cities Service Com- 
pany have pointed out that neither the bank- 
ing department nor the governor had fol- 
lowed the usual channels of procedure, but 
had taken action without notice or hearing. 
The procedure provided by law in Kansas 
rate cases is to have an investigation by the 
public service commission to determine 
whether rates are reasonable or not. 

The Kansas City Star, which has been vig- 
orously supporting the opposition to the 
Doherty interests, has been sued by Henry 
L. Doherty, Cities Service head, for $12,- 
000,000 damages because of alleged libelous 
statements concerning the company. 


that a service charge is not prohibited by a 
statutory provision that rates “shall apply to 
the consumption shown by meter readings 
made after the effective date of such rate, 
prices, and charges unless the department 
otherwise orders.” The commission pointed 
out that, in the absence of a service charge, 
higher consumption rates would be required. 
It also pointed out that attempts made in the 
legislature to pass acts prohibiting service 
charges and other charges which were not 
based or dependent upon the amount of the 
commodity used had been uniformly re- 
jected. 

The city contends, however, that the law 
relating to rates prohibits a service charge, 
and that the company is required to confine 
its charge to the consumption of gas as 
shown by meter readings. 


Michigan 


Demands for Phone Company 
Records Are Argued 


AROLD Goodman, special assistant attor- 

ney general, has demanded that the 
Michigan Bell Telephone Company submit 
information desired by the state under pen- 
alty of dismissal of its - injunction suit 
against the enforcement of rates fixed by the 
public utilities commission. William H. 
Sayres, Jr., master in chancery for the Fed- 
eral court, was asked to pass upon the pro- 
priety of the questions propounded by the 


e 


state. There were fifty-nine questions in all, 
of which the company agreed to answer 
thirty-seven. 

There were demanded, among other things, 
all studies made during the past ten years by 
the American Telephone and Telegraph Com- 
pany of its past and future earnings as well 
as those of the Western Electric Company 
and Western Electric Research Corporation, 
subsidiaries of the A. T. and T. There was 
also demanded the minutes of the board of 
directors of the A. T. and T. from 1916 to 
yo These were among the demands re- 

used. 
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Missouri 


Electric Rates to Be Fixed upon 
Tentative Valuations 


T= public service commission has taken 
under advisement the petition of the city 
of St. Louis for a reduction of about 
$1,000,000 a year in electric rates for domes- 
tic customers served by the Union Electric 
Company. The investigation has been under 
way for about three years, and the commis- 
sion has nearly seven thousand pages of tes- 
timony to consider. ; 

Because of the magnitude of the enterprise 
a complete valuation has not yet been made 
and tentative findings will be made based 
upon an audit of the company’s books by 
commission engineers and estimates by wit- 
nesses for the city, company, and commission 
on valuation items usually covered. 

The utility had objected to any rate order 
not based upon a complete valuation, but the 
commission overruled this objection and held 


that a full inventory and appraisal were not 
necessary before determining the reasonable- 
ness of the rates if the evidence submitted 
was sufficient to enable the commission to 
make a finding. 

Widely conflicting claims of value have 
been placed before the commission. The city 
contended for a fair value of $40,000,000. 
The company has contended that the valua- 
tion on an original cost basis is 778,603 
for the whole system, of which 175,670 
is for the St. Louis property. On the theory 
of reproduction cost less depreciation the 
company has estimated $94,572,800 as of June 
30, 1929, of which $72,815,200 is allocated to 
the St. Louis property. 

Commission accountants have estimated the 
original cost including intangibles at $62,- 
807,784 for the system, with an allocation of 
$45,890,135 for St. Louis property. They 
estimate the reproduction cost new less de- 
preciation at $69,144,593 for the system, with 
an allowance of $51,642,203 for St. Louis. 


z 
New Jersey 


Tax Deduction Allowance to 
Offset Free Rides of Police 
and Firemen 


Bie supreme court has denied an appli- 
cation by the city of Newark for a writ 
of mandamus to compel Public Service Co- 
ordinated Transport to refund money it had 
deducted from its tax payments to offset free 
rides for police and firemen. This decision 
sustains the constitutionality of an act of 
1929 permitting such deduction. 

It was held for one thing that the act was 
not unconstitutional because of a defective 
title. Next the court passed upon the ques- 
tion whether the law effected a levy upon the 
municipality of an arbitrary and undefined 
contribution for the benefit of counties and 
other municipalities. This was also decided 


against the contentions of the municipality. 

The court said that it was difficult to dis- 
tinguish between the validity of a statute 
providing police protection at the expense of 
a public utility and one that provides police 
protection at the expense of the municipality. 
An earlier act which had placed this burden 
upon the utility had been sustained. 

Another contention was that the act was 
unconstitutional because it violated a pro- 
hibition against giving away money or prop- 
erty of the public, or permitting the govern- 
ment to lend its money or credit. The court 
said that the municipality is not called upon 
to give money or property, or render money 
or credit, or to appropriate any money for 
the use of any corporation by the act. It was 
held that the cost of transportation does not 
require the city to devote any of the funds 
raised by taxation for that purpose. 


New York 


Charge for Hand-Set Tele- 
phones Is Criticised 


HE right of the New York Telephone 
Company to make an additional charge 
for the so-called hand-set or French type 


telephone is to be questioned by the city of 
Elmira, says the Elmira Gazette. The cor- 
poration counsel has been instructed to in- 
vestigate the legality of the charge. An extra 
charge of 25 cents per month is made for 
the new type of instrument, which combines 
the receiver and transmitter. 
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Commission Reports Improve- 
ment in Handling Cus- 
tomers’ Complaints 


HE public service commission has issued 

a statement that it is handling more ef- 
ficiently than ever before complaints filed 
with it by consumers against public utilities, 
according to an item in the New York Times, 
which adds: 

“Taking June 30th as the date of account- 
ing, the commission said only 232 complaints 
were pending, the lowest number at the end 
of any month in many years. The complaints 
do not include formal proceedings on which 
the commission holds hearings, but consist 
of communications regarding the service 
given by the companies. 

“Since January Ist the commission has re- 
ceived 3,958 complaints against utility com- 
panies from consumers in New York city, 
Long Island, Westchester, and other parts 
of the metropolitan area. The commission 
closed a total of 4,565 complaints in the same 
period, it announced.” 


aa 


Elmira Is Interested in Securing 
Cheap Natural Gas 


HE Elmira council has appointed a com- 

mittee of representative business and 
professional men to investigate and to re- 
port back to the council on the question of 
securing natural gas for the city at an 
economical and reasonable rate. This action 
follows the discovery of two important nat- 
ural gas fields near Elmira. 

The resolution appointing the committee 
recites that natural gas is being transported 
to Binghamton and the metropolitan area of 
New York, and that pipe lines are in process 
of construction to other large centers of 
population far more distant than Elmira. 

A letter from Frederic H. Hill, president 
of the Elmira Water, Light & Railroad Com- 
pany, outlining the factors which enter into 
the establishment of new rates when natural 
gas is secured, was incorporated in the min- 
utes of the council meeting. Mr. Hill said 
that the company was making every endeavor 
to secure the best possible rates for the sup- 
ply of natural gas to Elmira; that the com- 
pany must deal with the companies able to 
supply Elmira both from the standpoint of 
supply of gas and from a financial stand- 
point; that the company would not be stam- 
peded into any hurried action that might not 
turn out for the best interests of all; and 
that there are many who remember “Elmira’s 
last experience with natural gas, which was 
a bitter one.” 

He expressed the opinion that no matter 
what rate was charged, he did not believe 
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the company would take in enough money the 
first or second year to pay for the labor and 
the gas, to say nothing of any profit. 

The company now sells 650,000,000 cubic 
feet per year. By substituting natural gas, 
on account of its greater heat value, the 
company would not sell 400,000,000 feet the 
first year. This would mean a loss in reve- 
nue to the utility and a saving to the people 
of Elmira of about $250,000. The commit- 
tee, for one thing, says the Gazette, is charged 
with inquiring into the prospects of other 
utilities seeking franchises to distribute nat- 
ural gas in the city, and the question of 
whether it may be necessary to consider a 
municipally owned distribution system. 


¥ 


Fire Protection Rates in Utica 
Vicinity Protested 


HE city of Utica and surrounding com- 

munities are opposing a recent increase 
in fire protection charges filed by the Con- 
solidated Water Company with the public 
service commission. The mayor of Utica has 
filed an application with the commission for 
an investigation of the rates. He declares 
that the rates for domestic, commercial, pub- 
lic, and hydrant purposes are unreasonable 
and more than sufficient to give the company 
a fair profit. 

A letter from F. C. Hopkins, president of 
the utility, to the mayor states that the rates 
for fire protection in the past have been based 
on a flat charge per hydrant which is now 
generally conceded to be an improper basis. 
The new rate, he says, is on the “recognized 
inch foot basis and at one cent per inch foot 
mains results in a comparatively small in- 
crease in the gross revenue from that source.” 
He declares that these rates do not and will 
not produce a return on the company’s in- 
vestment which is adequate, or to which the 
company is fairly entitled under the existing 
rules of public utility valuation and rate of 
return. He states that the utility is inter- 
ested in the city and that it desires to co- 
Operate during this time of depression, and, 
therefore, refrains at this time from increas- 
ing rates for private service and from im- 
posing an additional burden upon the con- 
sumers of the territory no matter how justi- 
fiable such an added burden would be. 
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Court and Commission Actions 
Are Aimed at Gas Charges 


CAMPAIGN against the rates of the West- 
chester Lighting Company has been 
started on one side by a taxpayer in a court 
action and on the other by municipal officials 
who have filed protests with the public serv- 


















7 ew SS Va SlCU he 














ice commission. The chief object of attack 
is the charge for the first block of gas con- 
sumed, which, according to the complainants, 
amounts to a service charge prohibited by 
statute. 

The utility, after the enactment of this pro- 
hibition, filed rates containing a charge of 73 
cents for the first hundred cubic feet of gas 
and for $1.30 a thousand cubic feet there- 
after. New Rochelle, White Plains, and 
other Westchester municipalities are involved 
in the proceedings. 

At the opening of court proceedings before 
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Supreme Court Justice Frederick P. Close, 
William L. Ransom, counsel for the utility, 
contended that the taxpayer bringing suit had 
no right in court since his relief lay in apply- 
ing to the commission with other petitioners, 
and then if not satisfied he could petition for 
a court review by certiorari. He pointed out 
that the fact that a gas service charge is il- 
legal does not mean that the utility is not 
entitled to the income which the service 
charge would produce provided it can 
realized in a legal manner by a proper con- 
structoin of schedules. 
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South Carolina 


Kilowatt-Hour Tax Is Consid- 
ered by Court 


RIEFS have been filed with a three-judge 
statutory court in the action by South 
Carolina power companies against the state’s 
new kilowatt-hour tax. A temporary injunc- 
tion against collection of the tax had previ- 
ously been issued. 
The companies contend that the tax, which 
amounts to one-half mill on each kilowatt 
hour of electricity generated within the state 


of South Carolina, is in violation of the Fed- 
eral and state Constitutions and interferes 
with interstate commerce. The state has 
taken the position that electric power is col- 
lected from the earth, air, and water, and its 
transformation after generation into higher 
voltage before being transmitted to the con- 
sumer refutes the contention of the power 
companies that generation, transmission, and 
use are virtually a single action. The com- 
panies have insisted that the interstate char- 
acter is attached to the current immediately 
upon generation. 


@ 
Wisconsin 


Commission Probes Phone Rates 


4 &., public service commission has started 
an investigation into rates charged by the 
Wisconsin Telephone Company. The Mil- 
waukee Sentinel states that the commission 
has one of the largest staffs of utility ac- 
counting experts ever assembled in the capi- 
tal, where the investigation is centered chief- 
ly on the question of rates in Madison, with 
the company asking an increase of 25 per 
cent. 

Charges by the American Telephone and 
Telegraph Company and the Western Elec- 
tric Company, affiliated organizations, are ex- 


pected to be investigated. Officials of the 
American Company contend that the Wis- 
som Company is getting more than it pays 
or. 

Milwaukee and other cities have entered 
the phone rate controversy. These cities, 
supported by the Wisconsin League of Mu- 
nicipalities, demand a reduction in rates. 
Under a recent law the cost of accounting 
in connection with the rate cases can 
charged against the utilities affected, and 
under other recent statutory changes the 
commission is given quite extensive powers 
in obtaining information relating to charges 
by affiliated interests. 





Facts Worth Noting 


A BLUE law prohibits the loading of motor trucks on Sunday in Bal- 


timore, Maryland. ‘ 


* 


Many of the colored station porters at the Pennsylvania depot in 


New York are university graduates. 
* 


Tuat the electric utilities have not yet cornered the market for do- 
mestic lighting is evidenced by the fact that $18,000,000 worth of 
candles were exported from the world’s principal trading centers last 
year. 
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The Latest Utility Rulings 





Connecticut Court Dismisses Complaints against Commissioners 
and Commends Members for Efficiency 


. B proceeding brought by the 
attorney general of Connecticut 
against the members of the public utili- 
ties commission, under the compulsion 
of a statute requiring such action when 
a petition is filed by one hundred elec- 
tors, has been dismissed by the superior 
court of Hartford county. Judge Bald- 
win, delivering the opinion, finds that 
“there was no neglect upon the part of 
any commissioner, material or other- 
wise; upon the other hand they have 
discharged a public duty with a high 
degree of efficiency.” 

The action against the commission, 
instigated by Professor Albert Leavitt 
and his supporters, was based upon a 
charge of “material neglect of duty” 
for alleged failure to order the re- 
moval of railroad crossings as required 
by a Connecticut law. This law re- 
quires the elimination of at least one 
grade crossing each year for every 50 
miles of railroad in the state. It pro- 
vides that if the railroad does not 
eliminate such crossings, the commis- 
sion shall order such elimination “if, 
in its opinion, the financial condition 
of the company shall warrant.” The 
commission’s defense was based on the 
financial condition of the railroads. 

Judge Baldwin reviewed at length 
the financial difficulties of the New 
York, New Haven & Hartford Rail- 
road, which was the only railroad sub- 
stantially affected, as it operates over 
865 miles of railroad while only about 
60 miles are operated by. other com- 
panies. He pointed out that, notwith- 
standing reports of net income under 
the accounting system of the Interstate 
Commerce Commission, the New Haven 
Railroad had been on the verge of bank- 
ruptcy, had been compelled to borrow 
large sums of money, was under obliga- 


tion to retire large financial obligations 
outstanding, and had by careful man- 
agement barely weathered adverse 
conditions, including automobile com- 
petition. The large operating ratio 
which during Federal control had risen 
to $102.60 expense for each $100 of 
income from operation, it was said, 
had decreased until in 1929 it was 
66.07 per cent, and in 1930 was 67.27 
per cent. 

Had the commission ordered the 
elimination of the number of crossings 
provided for in the statute, the com- 
pany, according to the court, would 
not have had the means necessary for 
the installation of safety devices of far 
greater importance to the safety of the 
public, as well as to its numerous 
operatives, than would be the elimina- 
tion of these crossings. It would not 
have had the means to provide efficient 
or economical service to the public, it 
could not have met the required ex- 
pansion and development, it could not 
have resumed payment of dividends, it 
would have suffered a most serious im- 
pairment of its capital resulting in re- 
ceivership, and it would have resulted 
in most serious loss to and disorganiza- 
tion of business and industry in New 
England, especially in Connecticut. 

Judge Baldwin said that if he were 
to make any criticism of the commis- 
sioners based upon the mass of evi- 
dence presented in the case, it would 
be that in their high conception of their 
public duties and zeal to serve and pro- 
tect the public, they had during these 
recent and extremely trying years for 
the railroad company required of it the 
elimination of more crossings than 
under the circumstances was fairly 
reasonable. Burrows v. Higgins (Conn. 
Super. Ct.) July 13, 1931. 
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New Hampshire Investigation Ends with Restrictions 
against Intercorporate Activities 


HE first of July brought publica- 

tion of a very extensive report by 
the New Hampshire commission as a 
result of its investigation of the last 
six months or more into the capitaliza- 
tion and intercorporate relations of the 
New Hampshire Gas & Electric Com- 
pany and the Derry Electric Company, 
both New Hampshire operating sub- 
sidiaries of the Associated Gas & Elec- 
tric System. The Associated company, 
itself, as well as another affiliated con- 
cern, both domiciled outside of New 
Hampshire, were declared out of the 
investigation at an early date as the 
result of a Federal injunction restrain- 
ing the New Hampshire commission 
from exercising jurisdiction over such 
nonresidents. 

There is no room here for doing 
more than skipping over the more im- 
portant points of the commission’s de- 
tailed report, which was written by its 
chairman, Mayland H. Morse. The 
commission’s principal objection ap- 
peared to be against a device employed 
by the local operating subsidiaries for 
borrowing money at substantial interest 
rates from the foreign parent corpora- 
tion or affiliated concerns, known as 
“open accounts,” whereby the only evi- 
dence of its indebtedness was contained 
in book entries and vouchers. This 
device was held, in the absence of 
approval of each loan so made, to vio- 
late a statute requiring commission 
consent to the issuance by a utility of 
securities or other evidence of indebt- 
edness payable in more than one year, 
especially where the proceeds of such 
loans were used to extinguish or call 
in previous outstanding securities of 
the subsidiaries payable in more than 
one year. The companies were ordered 
to discontinue the practice of using the 
open account method for obtaining 
funds and were ordered further to pay 
no more interest charge on past loans 
so made. 

Another important ruling by the 
commission was its action in holding 


void a foreclosure sale of the Derry 
properties to the New Hampshire Gas 
& Electric Company. The latter cor- 
poration acquired controlling stock of 
the Derry company, according to the 
commission, with notice of an agree- 
ment by the latter with the commission 
to pay off all interest charges on pre- 
ferred securities out of current earn- 
ings. Upon subsequently obtaining the 
majority of the bonds of the Derry 
company, the New Hampshire com- 
pany directed the Derry company’s 
officials to default in paying bond in- 
terest (notwithstanding the fact that 
sufficient funds were on hand to pay 
the same), so as to be in a position to 
institute foreclosure proceedings in 
order to purchase the property at a low 
price at a forced sale. The commis- 
sion pointed out that a utility corpora- 
tion upon coming into possession of 
another utility corporation’s property 
as a result of foreclosure proceedings 
cannot lawfully operate as a public 
utility in the territory previously served 
by the latter without permission of the 
commission. 

An arrangement entered into by 
the domestic operating utilities, under 
a so-called “management contract” 
whereby the utilities’ properties were 
actually managed by a foreign affiliated 
“management corporation” was held 
void as contravening a statute prohibit- 
ing the operation of public utility prop- 
erties within the state by parties not 
having the consent of the commission. 
The commission made similar adverse 
holdings as to the propriety of “en- 
gineering contracts” and “purchasing 
contracts” between the domestic sub- 
sidiaries and foreign affiliated engineer- 
ing and purchasing companies respec- 
tively. The local utilities were ordered 
to discontinue the practice of selling 
appliances for or on behalf of an affil- 
iated “appliance corporation” and to 
provide no further storage or display 
space for such appliances without ade- 
quate compensation. They were fur- 
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ther prohibited from permitting their 
employees to sell securities of affiliated 
corporations during business hours. 
They were finally forbidden to contrib- 
ute any sums for maintenance of gen- 


e 


eral staff or office in association with 
foreign trusts or corporations without 
the approval of the commission. Re 
New Hampshire Gas & Electric Co. et 
al. (N. H.) D-1370, Order No. 2333. 


Newspapers Have No Utility Obligations to Serve Advertisers 


most interesting decision of regu- 
latory importance is contained 
in a recent opinion of United States 
District Judge Simons, holding that the 
Detroit News and Detroit Times, both 
dailies, are not public utilities in that 
they are not obliged to sell space to 
advertisers on equal terms. Strangely 
enough, the decision originated in Fed- 
eral bankruptcy court. 

It appears that a certain merchant 
company in taking over the affairs of an 
affiliated bankrupt concern attempted to 
place advertising with the dailies above 
mentioned. The newspapers refused 
to sell space until an unpaid bill of 
the defunct corporation, although dis- 
charged in bankruptcy, was paid up. 
The merchant company paid the sum 
under protest and later went bankrupt 
itself. Its trustee in bankruptcy at- 
tempted to recover bankrupt funds 
paid out to the newspapers on grounds 
that they were illegally exacted, and 


that a newspaper being a_ business 
charged with public interest is obliged 
by law to sell advertising space on 
equal terms to all customers willing to 
pay cash regardless of prior unpaid 
bills charged by law,—this notwith- 
standing the absence of a statute pur- 
porting to regulate the press as a 
utility. 

After a careful discussion and an- 
alysis of the meager reported decisions 
bearing on this point, Judge Simons 
was of the opinion that a newspaper is 
not at the common law a _ business 
clothed with public interest and ordered 
that the referee’s report disallowing 
the set-off claims should be affirmed. 
Judge Simons observed in the course 
of his opinion that the Supreme Court 
has apparently gone as far as it pro- 
poses to go in declaring private busi- 
nesses to be affected with a public in- 
terest. Re Wohl (U. S. Dist. Ct.) 
Bankrupt No. 10006. 
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The Service Charge Receives the Endorsement of the 
Massachusetts Commission 


HE Massachusetts Department of 
Public Utilities has approved of 
service charges as part of gas and elec- 
tric rate schedules in determining a 
recent petition against such charges of 
the Boston Consolidated Gas Company. 
The department ruled that the service 
charge is justified on the theory that 
a certain amount of property in serv- 
ice is furnished for the exclusive use 
of each customer. 
The petition was filed by the custom- 


ers of the Boston Consolidated Com- 
pany in which the mayors of Boston 
and Somerville joined, and it contend- 
ed that a service charge was contrary 
to a sentence in a 1927 statute which 
declares that the utility’s “rates, prices, 
and charges shall apply to the consump- 
tion shown by meter readings made 
after the effective date of such rates, 
prices, and charges, unless the depart- 
ment otherwise orders.” 

The department ruled that in the 
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light of the history of regulatory 
legislation in Massachusetts, it was not 
probable that the legislature intended 
by the statute in question to prohibit 
the making of a service charge, or 
other charges not based upon the 
amount of consumption of the com- 
modity. The department construed the 


ambiguous sentence to relate solely to 
the time when rates, prices, and 
charges should apply and be effective. 
Had the legislature otherwise intended, 
the department pointed out, it would 
not have used such inapt and doubtful 
language. Re Boston Consolidated Gas 
Co. (Mass.). 


Discount Rather than Penalty Is Favored to Secure 
Prompt Payment of Bills 


HEN a utility would encourage 

prompt payment of retail con- 
sumers’ bills by means of differential 
rates, it should compute all bills at 
gross rates and allow a discount for 
prompt payment, graduated according 
to the amount of the bill, with a maxi- 
mum of 10 per cent for small bills and 
one per cent for large bills, rather 
than impose a penalty upon customers 
failing to pay bills computed at net rates 
within a specified time limit according to 
a memorandum decision of Commission- 
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er Maurice C. Burritt, approved by the 
New York Public Service Commission. 
Commissioner Burritt’s memorandum 
directed the Buffalo General Electric 
Company to amend its regulations so 
as to eliminate a penalty charge against 
tardy paying customers. The com- 
pany had contended that a discount 
for prompt payment failed to control 
delinquent bills and produced too little 
revenue to pay the costs of collections. 
Re Buffalo General Electric Co. (N. 
Y.) 


The Indiana Commission Has Power over Municipal Plants 


HE power of the Indiana commis- 

sion to regulate the rates of mu- 
nicipally owned utility plants has been 
sustained by the supreme court of 
Indiana, although a ruling of the In- 
diana commission which failed to allow 
a city electric plant to earn interest on 
its utility investment, a ruling which 
was sustained in a lower court by 
former Judge Jere West, now a mem- 
ber of the commission, was overruled. 
Under this holding of the public 
service commission, all municipally 
owned utilities were compelled to ren- 
der service at cost. Chief Justice 
Martin enumerated four principal 
points in the decision of the court. 
(1) The state through its legislature 
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has the power to regulate rates charged 
by municipally owned utilities. The 
cities accordingly have no vested con- 
flicting powers. (2) The Spencer- 
Shively Act delegating the regulatory 
powers of the legislature to the com- 
mission applies to municipal plants. 
(3) A municipal plant has a right to 
earn a fair return by way of interest 
on its investment. (4) A municipal 
plant in addition to such a return may 
not charge rates sufficient to yield it- 
self the amount of taxes which would 
be paid to it if the plant were privately 
owned and operated. Judges Myers 
and Travis dissented without opinion. 
Logansport v. Public Service Commis- 
sion. (Ind. Sup. Ct.) 
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